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Recorded & Unrecorded Trade Between China 
and Hongkong 


It is the desire and the policy of the 
Chinese Government to reduce and control 
foreign imports, and to expand exports with 
a view to obtaining for the treasury the 
largest possible amount of foreign exchange. 
While this policy is not fully endorsed by 
all members of the Chinese Govt., many 
prominent economists in Nanking and some 
leading business men of China, the public 
as-a whole is mostly interested in securing 
better profits, easier import and export con- 
trol procedures and, as much as possible, 
freedom from govt. interference in their 
individual businesses. The spirit of coopera- 
tion between the govt. and the commercial 
and financial circles in China is far from 
encouraging hopes as entertained in Nanking 
with regard to enforcement of more efficient 
foreign trade and exchange controls. 


Smuggling and otherwise unrecorded 
foreign trading was actively pursued in 1946 
and it appears that no improvement has been 
witnessed during recent months. The 
volume and amounts of unrecorded trade in 
China, as also experienced, although at not 
the same high level, in prewar years, has 
caused much concern in Nanking, and 
several unofficial efforts were made to induce 
—while the cooperation of the Chinese public 
and Chinese Govt. controls failed con- 
spicuously—foreign governments to assist the 
Chinese Govt. in its objective of import cur- 
tailment and collection of highest possible 
amount of foreign exchange. 


Some reasons for import and export 
smuggling in China were outlined in our 
April 2 issue (page 166); there continues a 
very large demand in China for consumer 
goods and industrial raw materials, for the 
cover of which adequate funds (from export 
bills, overseas remittances, treasure and 
foreign exchange resources) are available; 
high import duties are always tried to be 
evaded not so much to increase the individual 
profit but to offer foreign goods at competi- 
tive prices in China; there is also a very real 
necessity for large numbers of people in 
China to make a living from smuggling and 
illicit trading since they were never doing 
anything else (or for that matter their 
parents and grand parents) nor would they 
find in overpopulated China any but coolie or 
conscripted soldier existence; and there are 
good reasons also for smuggling out of the 
country of produce and minerals which other- 
wise would have to be sold at a compulsory 
price to a Govt. agency when the real value 
of such goods is 100% higher. 


All this is realised by govt. officials and 
the commercial community. As a postwar 
phenomenon, aggravating the ancient tradi- 
tions and practices of smuggling in China, 
the wide-spread and bare-faced corruption in 
the country makes the exercise of control 
measures often virtually impossible. 
Furthermore, large parts of the coastal pro- 
vineces which are supposed to be under full 
control of Nanking are actually either 
terrorised by bandit armies or under the 
control of the regular or irregular guerillas 
or the Communist authorities. 


Smuggling is, to a large extent, no longer 
carried out by stealth and clandestinely, or 
by paying bribes and with the active con- 
nivance of important officials in hsiens, 


districts, provinces and even the Capital; it 
is the well-armed and organised semi- 
military groups who engage in the very pro- 
fitable although often risky business of 
transporting goods into and out of China. 
Many cases of army and navymen,.on active 
duty with the Chinese forces, have been dis- 
covered, and several high officers in the two 


services have been court-martialled and 
publicly shot. 
It seems that, in spite of drastic 


penalties and many lucky prosecutions and 
arrests of even the supposedly powerful in 
the country, the inducements offered by the 
smuggling trade, and the generally unpromis- 
ing outlook for the majority of the popula- 
tion, drive the more energetic and reckless 
younger men, egged on by the success of the 
old hands, towards a law-breaking and law- 
defying career. These men, many of them 
trained during the war in the Chinese forces, 
by guerillas and by U.S. instructors, are 
quite ready to live an adventurous life with 
the promise of making a fortune some time. 
The Chinese Govt. does not insoire much con- 
fidence in them, and the seemingly pervetual 
civil war with its attendant dissolution of 
civic morale has taught them the most 
cynical and corroding egoism. 


The “Special Position” of Hongkong 


It is an old device and stratagem, 
especially for people suffering from an in- 
feriority complex, to blame one’s ‘own failures 
and shortcomings on somebody else. While 
control of import and export smuggling in 
China was bungling and otherwise in quite 
incompetent hands, the vernacular press in 
Shanghai harped, by way of escape from the 
unpleasant realisation that very little could 
be achieved by Govt. in its efforts to fight 
the smugglers, with ever-recurrent insinua- 
tions on the “special position’? which Hong- 
kong allegedly enjoys, and, by harbouring 
and encovraging smugglers, actually abuses. 
All remarks made by these Shanghai pavers 
were not at all helnful, but they probably 
never intended to offer constructive sugees- 
tions, being content to stir un _ jill-feeling 
against the “special position’ of Hongkong. 


In this atmosphere, Chinese Govt. 
officials would expect that the authorities in 
Hongkong cooperate with Nanking. Such 
cooperation could be proverly achieved here 
only by falling in line with the trade control 
measures adopted by China, ie. to prevent 
exports from Hongkong into China except as 
licensed hy the Chinese Govt., and to allow 
imports from China into Hongkong only if 
proof is submitted that the Chinese exvorters 
sold their bills to the Central Bank of China 


For the sake of cooperation and amity 
and whatnot, Hongkong Govt. should, that 
is the possible train of Nanking’s reasoning, 
subject all trade to import and export 
licenses which would be issued only in con- 
formity with Chinese foreign trade control 
measures. In other words, such licensing of 
trade in Hongkong. as far as originating in 
or destined for China, would amount to an 
extension of China’s economic controls into 
the Colony of Hongkong. This would mean 
that Hongkong should deprive itself of some 
essential attributes of sovereignity. 


Since most of China’s trade is either 
directly or via Hongkong conducted with the 
U.S. it may appear to be more to the point 
to approach Washington, suggesting there 
that the U.S. should permit exports for 
China to leave American ports only if a 
previous license from Nanking (or through 
the Chinese Embassy and Consulates in 
U.S.) has been obtained; and the U.S: Govt. 
shall only allow the unloading of Chinese 
exports in America if a previous Chinese 
export license has been obtained. In case of 
international cooperation with China’s 
foreign trade regulations, seeing that internal 
controls cannot be efficiently carried out, 
Hongkong would certainly join. It has, 
however, become the habit and pattern in our 
days to let the U.S. take the lead, at any rate 
very decidedly so in the Pacific. 


Military and Customs Preventive Services 


It is, under the present interpretation 
and application of international law in con- 
nection with the above suggestions, quite 
inconceivable that one country should adjust 
its economy so as to suit its neighbour, even, 
as is unfortunately not the case here, if there 
is sincere cooperation on both sides. Nan- 
king will have to build up a stronger and 
more intelligent preventive service, composed 
of Chinese Customs guards, gendarmes and 
naval forces. Emphasis on personal and 
group integrity is most important. 


Smuggling is not, as could be gathered 
from reading only the Shanghai press, a 
prerogative of blockade-runners in Hongkong 
and Macao. The whole coast of Fukien and 
Kwangtung is infested and bristling with 
smuggling posts; North China ports, notably 
Tientsin and Tsingtao, vie for the honour of 
scoring the largest turnover with Amoy, 
Swatow. Kwangchow-wan, the Chekiang 
coast, the Yunnan borders with Indochina 
and Burma. It can only be conjectured what 
great amount of unrecorded trade is carried 
on in north and northwest China, where 
autocratic provincial governors do as they 
like with no interference by Nanking. where 
Communist troops sally forth and withdraw 
elastically, where all sorts of self-styled 
guerillas and “people’s armies” exploit 
trading possibilities for what they are worth. 
and where from contiguous Soviet-controlled 
Korea to the USSR’s Turkestan no Chinese 
Maritime Customs house exists. 


That something can be achieved if the 
preventive service is improved can be seen 
from a report dealing with the Customs in 
Macao (Lappa and District) elsewhere in this 
issue. 


What cooperation can be given has cer- 
tainly been accorded by the authorities in 
Hongkong. However, they cannot be ex- 
pected to perform those services which, by 
and large, the responsible officials in Nanking 
have not been able to perform, struggling 
admittedly against almost insuperable odds. 


Estimates of Unrecorded Trade. 


As far as Hongkong is concerned the 
extent of smuggling is not so colossal as 
flippant and uninformed economists or in- 
vestigators believe or make believe. In our 
issue of March 26, page 155, the trade figures 
for China’s exports and imports in 1946 were 
given from which (especially the computa- 
tions into foreign exchange) some conclusive 
deductions can be made. From other corro- 
borative sources of information the following 
approximate figures for unrecorded trade 
es China and Hongkong can be com- 
piled. 
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(1) Smuggled merchandise imports from 
Hongkong into China for the year 1946 may 
have amounted to an estimated US$40 
million, while smuggled merchandise imports 
into China, coming from Maeag, amounted 
to about US$3 million: a total of US$43 
million. 


(2) Smuggled merchandise exports from 
China into Hongkong are roughly estimated 
to have amounted in 1946 to US$30 million, 
and those into Macao about US$6-8 million: 
a total of US$37 million. 


(3) Thus an unfavourable balance (for 
China) of smuggled trade between China and 
Hongkong and Macao resulted, amounting to 
about US$6 million, 


(4) Percentages of smuggled trade in 
comparison to recorded trade: smuggled 
exports from China to Hongkong and Macao 
about 22% of the recorded exports; smuggled 
imports into China from Hongkong and 
Macao about 7-8% of the total recorded 
imports; trade deficit of China resulting from 
recorded trade has, as far as unrecorded 
Hongkong and Macao trade is concerned, 
only increased by less than 14 percent. 


(5) It appears that merchandise imports 
and exports smuggled between China and 
Hongkong and Macao have almost balanced 
each other; due to smuggled exports of silver 
(in dollars, bars and subsidiary coins) from 
China into Hongkong. which may have 
amounted to a value of about US$4 million, 
the “balance of payment of the smuggled 
fe narrows down to only about US$2 
million. 


(Much silver has been exported from 
Hongkong to U.K. and India during 1946; 
much of it came from local hoards and 
hedges while Chinese smugglers brought also 
large quantities. It is likely that silver 
imports into Hongkong were much larger 
than the estimated US$4 million as above; 
however, such silver was not shipped here 
for the market but only for safe keeping in 
the “typhoon shelter” of Hongkong). 


_ (6) Large quantities of gold bars and 
coins were smuggled into China, both from 
Hongkong and from Macao (probably about 
250,000 taels, during 1946 and up to first 
week of February 1947, valued about 
US$13/14 million). 


These gold imports had no influence on 
the ordinary or unrecorded trade in mer- 
chandise. The buyers of gold exchanged 
US$ notes or drafts or their accounts in New 
York against bars and coins. It was only 
the Central Bank of China which, enjoying 
until Feb. 17, the virtual monopoly of gold 
imports and sales in the country, found that 
the profit between the buying price (in 
Mexico) ‘and the selling price (in Shanghai 
or, for the unrecorded gold trade, in Hong- 
kong) was, to a small degree, encroached 
‘upon by bullion dealers and native banks in 
Hongkong and South China. 


Chinese Customs in 
Macao 


_ Like in Hongkong (Kowloon & District), the 
Chinese Maritime Customs maintain an administra- 
tive office in the Portuguese Colony of Macao 
which is called Customs House for Lappa & Dis- 
trict. Lappa is the name of the island to the west 
of Macao’s interior harbour, commonly known as 
Wanchai. The Commissioner is Mr. J. H. L, 
Turner, and the Deputy Commissioner is Mr. Li 
Bing-guong. Mr. Li has only recently replaced his 
predecessor Mr. de Garcia. The Macao Customs, 
as they are popularly known, control four Customs 
stations and one sub-station, viz Malowchow, Nine 
Islands, Shekok (a floating station), Kwanchak (on 
the land border, leading to Chungshan district), 
and. the sub-station of Wanchai. 

Smuggling in and around Macao was notorious 
during recent months, particularly on account of 
the great daring and the heavy equipment which 
many smuggling groups possess. There occurred 
several encounters between Customs guards and the 
smugglers but the outcome of some of these clashes 
did_not encourage the Customs preventive service 
in Lappa to pursue too hotly the determined smug- 
glers. Time and again, Lappa requested the 
Inspectorate General of Customs to send more 
guards and make available the assistance of Chinese 
military forces. The preventive service of Lapva 
suffered several casualties in armed clashes with 
smugglers. Furthermore there were many Chinese 
army and navy officers openly engaging in the 
transportation of merchandise, using mostly their 
own craft but also ordinary motor junks. — 
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A clash between the Macao Police and Portu- 
guese soldiers last August showed how. badly things 
had developed : Chinese naval officers were attempt- 
ing to load foodstuffs on their small ship lying 
at the interior harbour when they were requested 
to produce export licences issued by the Macao 
Govt; since, naturally, they would not have 
bothered about such formalities as ‘‘licenses’”’, they 
were challenged by the Portuguese police where- 
upon the Chinese naval officers opend fire; only the 
timely arrival of Portuguese soldiers prevented 
the clash of assuming larger proportions although 
several people were killed and wounded. 


It is obvious that such behaviour and the 
reputation which quite a number of officers have 
acquired has caused Chinese Customs guards to be 
very careful that they do not lose health or life. 


Recently the Lappa Customs have received 
welcome reinforcement from the Chinese gendar- 
merie ; 100 officers and men have arrived and taken 
up positions with the Customs stations. The 
gendarmes can and do interfere with Chinese army 
and navy men who try to engage in ‘‘trade’’. 
There are regularly some 20 armed guards employed 
by the Lappa Customs who have also been better 
equipped of late. For assistance in certain serious 
cases the Customs can rely on the service of a 
Chinese gunboat lying at Canton. 


To prevent smuggling in the whole Lappa 
district more preventive launches and some more 
guards with more modern equipment would be 
required while the stationing of gendarmes with 
the Customs office ought to be a permanent institu- 
tion (at least as long as such anomalous conditions 
exist all over China as were experienced in 1946). 


The immediate result of better preventive 
service work in the Lappa district was the collec- 
tion of Customs revenue in March of some 
CN$ 800 million, that is more than five times over 
the revenue collected in February. It only proves 
that with some real action taken even Chinese 
smuggling can be checked. Furthermore, the Lappa 
Customs have, during one month (March), succeeded 
to carrying out over 100 seizures of contraband; 
these included mostly export smuggling cases (rice, 
foodstuffs), 


In order to reduce smuggling substantially, 
however, the fundamental causes must be removed. 
As long as the traders and large sectors of the 
public think that China’s import & export regula- 
tions are not fair, not just nor necessary, they will 
not cooperate; and without the public’s cooperation 
no Western or Oriental autocracy can succeed. 


Review of Cenditions in 
Far Eastern Countries 


At the 54th annual general meeting of the 
Mercantile Bank of India, Ltd., to be held at the 
London head office on April 22, the Chairman of 
the Bank,’ Sir Charles A. Innes, will review con- 
ditions in the Far Eastern countries where the 
Bank operates. As regards conditions in Hong- 
kong, Siam, Malaya and China during 1946, Sir 
Charles will report to the Meeting as follows : 


Siam 


In Siam the difficulties are mainly economic. 
The cost of living is very great, it being estimated 
that prices are now fifteen times the pre-war figure. 
Banking operations have been hampered by the 
fact that all Exchange operations are controlled by 
the Government, for whom the Authorised Banks 
act as brokers, and that the amount of business 
transacted depends on the amount of Foreign 
Exchange available in the Control pool. During 
the later months of the year the supply was very 
short. The surplus of rice available for export in 
1947 which is estimated in trade circles to be about 
1,250,000 tons, should provide ample supplies of 
foreign exchange, but large quantities are sumggled 
across the borders of the country by black market 
operators, and it seems doubtful whether the 
Government will be able to supply the 600,000 tons 
she has agreed to supply to the British Government 
in the first eight months of this year. It may be 
hoped that these troubles are Just a temporary 
phase and that the old prosperity of Siam based on 
its valuable rice crop will return. 


Malaya 


Reports from Malaya are generally favourable. 
Our branches report a high level of trading activity 
and an all-round increase in their business. The 
much-needed flow of imports has begun, and the 
volume of rubber exports, which amounted to 
558,000 tons in the year, surprised everybody. 
Lawlessness still persists in parts of the country, 
but there has been some improvement in this 
respect. The cost of living remains high, there is 
still acute shortage of houses, and there is still a 
good deal of labour unrest, and the turn-round of 
ships in Singapore is still slow. But owing to the 
increasing flow of imports the cost of living has 
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come down, and the country seems to have made a 
good beginning towards recovery. Future 
prospects depend largely on rubber and in a less 
degree on tin. The rubber industry has had many 
difficulties to contend with in the shortage of 
labour and transport and in increasing costs, and 
there is some dissatisfaction in the industry with 
the delay in the settlement of their claims in 
respect of war damage. In the meantime pending 
the settlement of these claims, the Government is 
assisting the industry with loans, and in spite of 
all difficulties rubber growners have progressed a 
considerable way on the road to recovery. Produc- 
tion in the current year is expected to be in the 
neighbourhood of 600,000 tons. Rubber has been 
freed from control, and the price will be regulated 
in future by the ordinary laws of supply and 
demand. For the moment the demand for natural 
rubber is sufficient to maintain prices at their 
present level. The progress of the tin industry 
has been slower. Rehabilitation has been hampered 
by difficulties of plant replacement and _ recon- 
ditioning and by shortage of fuel and power. The 
Malayan collieries are working well below capacity 
owing to shortage of equipment and the deplorable 
condition in which, they were left by the Japanese. 
The British Government have recently announced 
that they will make grants towards the cost of 
rehabilitating the tin industry, and in the mean- 
time loans are being given to assist in the overhaul 
of the dredges. 


Hongkong 


Recovery in Hongkong has been remarkable, 
and the Colony did an immense trade in the year, 
though the export of local manufactures has not 
yet started to any great extent. The Colony enjoys 
a stable currency, security and a good administra- 
tion, and the prices of necessities of life are being 
controlled. Law and order are also being main- 
tained, and some success has been achieved in 
putting down the crime wave which followed the 
reoccupation. But these favourable conditions have 
brought other problems in their train. No restric- 
tion has been placed on the immigration of Chinese 
into the Colony, and the Chinese population has 
increased by at least one million during the year. 
This influx has aggravated the already acute hous- 
ing shortage and there is much unemployment 
among the unskilled labourers. Moreover, the 
fortunes of the Colony may be affected by events 
in China. 


China 

Except in a few cases, the door was thrown’ 
wide open to imports into China until the revised 
trade regulations came into force on the 18th 
November. This caused a serious drain on foreign 
currency reserves while at the same time the flow 
of exports was hindered by various causes, A 
large portion of the exportable produce is cut off 
by the Communists or originates in Manchuria 
where the Nanking Government has no control. 
Other difficulties are the large area of devastation 
caused by the civil war, inflation and disrupted 
communications. Also the official rates of exchange 
were maintained at levels quite out of line with 
reality. The result was that in the first eleven 
months of 1946 the value of net imports exceeded 
that of net exports by the fantastic figure of eleven 
billion dollars, and it is not surprising that recently 
the Chinese dollar has en a headlong plunge 
downwards and that at present trade in China 1s 
paralysed. In the circumstances, you will ap- 
preciate that our branch in Shanghai has had a 
difficult. year. Moreover, the cost of living is 
quite astronomical, and taxation very heavy. 


(The Balance Sheet and Profit & Loss 
Account of the Mercantile Bank of India, Ltd., for 
the year 1946 will be published in owr next issue, 
April 23:) 


Hongkong & Macao 
Tobacco Duties 


The duties collected on imported tobacco in 
Hongkong and in Macao are greatly at variance 
which has led to increased smuggling between the 
two Colonies. The local duties levied on 
cigarettes, as have come into force last December 
when they were increased by 50% over the prewar 
rates, are as follow (cf. our issue of Dec. 4, page 
10) : Gigarettes of Empire origin & manufacture 
$3.30 per pound, of Empire manufacture only 
$3.90, and of other origin $4.80 per pound. Since 
British cigarettes are at present not obtainable in 
sufficient quantities, it is mostly American cigarettes 
which figure in the local and Macao duty question. 


Onl case of American cigarettes contains 
10,000 pieces, weighing on the average 25 lbs (400 
cigarettes to one lb), costs $220 dutyfree (for the 
better brands like Camel, Chesterfield, Lucky 
Strike, Morris, while Domino and Chelsea are 
slightly cheaper) to which price the duty of between 
$112 -120 must be added. 


The Hongkong duty amounts to 50% of the 
import value of U.S. cigarettes. Macao, however, 
charges duty not on the basis of weight but accord- 
ing to the higher or lower retail price of various 
brands in Macao; on the average $70 per pound are 
levied as import tobacco duty; i.e. Macao’s duty 
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amounts only to about 30% of the import value of 
U.S. cigarettes, and is $50 cheaper than the Hong- 
kong duty, the difference amounting to about 40 
ercent. It is only about two months that Macao 
lowered its tobacco duty in the hope to attract 
more cigarette imports which eventually were not 
to be smoked in Macao but shipped into China. 


The competitive lowering of the Macao tobacco 
duty has also brought about that many merchants 
are now importing cigarettes from U.S. no longer 
into Hongkong but into Macao in order to save 
some $50 per case; after arrival of the cigarettes 
in Macao (which have been transshipped in Hong- 
kong where, in contrast to Macao, bonded ware- 
houses exist) they either sell them to China or 
smuggle them back into Hongkong. The Macao 
Govt. may, after their attention has been drawn 
to this malpractice, correct the position by increas- 
ing the tobacco duty so as to bring it more in line 
with the local duty. 


Since large cigarette shipments from U.S. have 
recently arrived here, destined for Macao, a number 
of smugglers have brought here big quantities of 
Macao Govt. tobacco duty labels. These labels are 
locally affixed to the imported cigarettes and then 
shipped to Macao where they are escaping the pay- 
ment. of duty. 


In this case as in so many other matters of 
trade affecting Hongkong and Macao, close coopera- 
tion between the British and Portuguese authorities 
is necessary. On the whole, the position in this 
respect has been quite satisfactory. 


Motor Cars and Trucks 
in Hongkong 


By the end of March 1947 a total of 2,413 
motor cars, 1,572 trucks and 90 buses were 
registered in the Colony. In January 1947 a total 
of 387 cars, 149 trucks and 9 buses were registered ; 
in February 257 cars, 153 trucks and 4 buses were 
registered; and in March 323 cars and 129 trucks 
were licensed by the Hongkong Vehicle Registra- 
tion Office. By the end of February 1947 a total 
of 288 public taxis were licensed in Hongkong. 

Registration fees as collected by February 28, 
1947 amounted to over HK$ 1 million for the period 
July 1946 to Feb, 28, 1947, ie. for 8 months. 
Monthly collections were as follow : 


July 1946 ....... .... HK$ 139,688.64 
August 1946 . z 89,729.74 
September 1946 210,530.71 
October 1946 .... 4 139,682.44 
November 1946 A 82,173.64 
December 1946 ... : 95,350.65 
January 1947 . 131,061.22 
February 1947 ............... 156,952.92 

otal ye steaace ate 1,045,169.96 


Of all private motor cars and public cars the 
the most popular makes are the followin, Fords 
(of U.K., U.S. and Canadian origins) ; Austins 
358; Morris 292; Standards ; Hillmans 192; 
Chevrolets 98. Only one Rolls Royce, in splendid 
isolation, is in the Colony while 10 Packards have 
been imported. 


The most popular commercial trucks are: 
Fords 414; Studebaker 370; Dodges 274; 
Chevrolets 142; Bedfords 128. 


The leading bus makes in Hongkong are : 
Bedford, Dodges and Thornycroft. Following are 
total figures of all cars, trucks and buses which 
were licensed up to the end of March 1947: 


Motor Cars 
Austin 358 Lancia 1 
Armstrong Siddeley 22 Morris 292 
Buick 28 Matford 1 
Bantant 2 Mercury 24 
Bradford 2 Mercedes Benz 1 
B.S. A. 2 M. G. 9 
Cadillac 4 Nash 37 
Chevrolet 98 Opel 5 
Citroen 22 Oldsmobile 11 
Civilian 2 Plymouth 86 
Chrysler 37 Packard 10 
Commer 1 Peugeot 2 
Continental Beacon 2 Pontiac 13 
Daimler 2 Renault 19 
Dodge 82 Rolls Royce 1 
D. Kk w. 1 Rolls Bentley 1 
De Soto 27 Riley 2 
Ford (U.S., U.K. Studebaker 61 
& Canad.) 430 Sunbeam Talbot 23 
Fiat 2 Standard 253 
Harley Davidson 2 Singer 17 
Hudson 52 Terraplane 1 
Humber 19 Triumph 4 
Hillman 192 U.S.A. Jeep 8 
Japanese 1 Vauxhall 53 
Jaguar 19 Willy’s 42 
Lafayette 1 Whippet 1 
Lanchester 3 Wolseley 16 
Lincoln 9 
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Trucks 
Austin 67 F.W.D. (American) 6 
Bedford 128 G.M.C. tf 
Bradford 21 International 40 
Chevrolet 142 Japanese 1 
Commer 19 Jowett 6 
Dodge 274 Morris 9 
Dennis 1 Nash 1 
Diamond 2 Plymouth 1 
Ford (U.K., U.S. Studebaker 370 
& Canadian) 414 Standard 1 
Fordson 19 Vauxhall 1 
Fargo 48 Whippet a 
Federal 4 
Buses 
Bedford 27 Leyland 1 
Dodge 22 Thornycroft 22 
Daimler 1 Vulcan 8 
Dennis 9 
Kowloon-Canton 
Railway 


During the first three months of 1947 the 
Railway carried a total of 660,000 passengers 
and 30,000 tons of freight. Following are 
statistics for passenger and freight traffic for 
January, February and March 1947: 


Passengers Carried 
(Up & Down, Foreign & Local) 


MANUAL: Weick Genego 219,348 Numbers 
February . 210,530 a 
BEQECK Wie coins 0-56 eek 229,739 


” 


Freight Carried 
(Up & Down, Foreign & Local) 


January 9,5233 Tons 
February - 8,4433 ,, 
March vee, 12,3812 ,, 


Hongkong Industrial 
Notes 


Further improvement in industrial employment 
during March could be recorded when 23 factories 
and workshops were newly registered with the 
Hongkong Labour Office and Factory Inspector. 
Another 6 industrial establishments have reopened 
during March while 10 factories (mostly of small 
size) closed down. 


_ Of the 23 newly registered factories a large 
printing establishment employs 77 workmen,’ a 
button factory 65 workmen, a hat factory 65, one 
electric bulb factory 31, one garments and shirts 
workshop 35, Altogether the registration com- 
prised : 4 knitting, 1 rubber wares, 3 weaving, 2 
saw mill, 2 garment & shirts, 2 laundry, 1 foundry, 
1 cloth, 2 hats, 2 metal ware, 1 leather wares and 2 
engineering industrial establishments. 


Up to and including March 31, 1947 a total of 
978 factories applied for registration, of which 243 
are located in Hongkong, and 735 in Kowloon. 
The Factory Inspector has, as on March 31, issued 
a total of 562 certificates of registration for local 
factories, viz 172 in Hongkong and 390 in 
Kowloon. 


Industrial Position 


The textile industry was on the whole well 
employed although business in the knitting mills 
was described by most mill owners as slack. 
Weaving mills obtained many and_ substantial 
orders from Singapore and other trading places in 
the South. Cotton hosiery orders improved allround, 
and the seasonal business for the summer months 
made itself felt when sizeable orders for summer 
cotton goods arrived. 


The rubber canvas shoes and other rubber 
goods factories were, as was expected, continuing 
rather poor business; several factories had to close 
down. China orders.are difficult to obtain on 
account of import restrictions enforced by. the 
Chinese Govt.; the local market can only absorb 
a fraction of the very large production potential 
of Hongkong’s efficient rubber industry, and the 
markets in Far Eastern countries, while not 
neglecting Hongkong, are buying from U.S, at 
often more competitive prices than can at present 
quoted locally. 


The preserved ginger industry, although still 
not up to prewar levels of output, is making good 
headway. 


In the hand torch batteries industry rather 
unfavourable reports were received; the influx of 
U.S. war surplus and U.S. made batteries is doing 
much damage to the local production. It seems 
that U.S. surplus batteries are coming here in 
very large quantities and the shops and hawkers 
are underselling the local product, 


On the other hand local production costs, 
principally on account of high wages and rising 
costs of raw materials, are now somewhat higher 
than in Kwangtung where, due to the devaluation 
of the CN$ and the subsequent lowering of export 

rices in South China, several Hongkong-made 
industrial products face heavy competition. 
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United Kingdom Trade 
with China 


Following are trade returns of United 
Kingdom trade with China for the year 1946, 
compared with returns for 1938 and 1945. 
The largest U.K. exports to China comprised 
woollen yarns and manufactures, chemicals 
and drugs, machinery, iron and steel manu- 
factures, and sundries. Chinese exports to 
U.K. were mostly raw materials, and seeds 
and nuts. 


(Import & Export values in Pound Sterling) 
IMPORTS FROM CHINA 


1938 1945 1946 
Beverages ......... 410,316 4 203,805 
Silk Cocoons & 

Waste” alien. case 47,308 — 3,100 
SH CGRAWa ee .ecee- 85,391 386,153 81,975 
Silk & Art. Silk 

Yarns & Manuf. 139,816 89 11,786 
Seeds & Nuts ..... 406,915 — 939,701 
Misc. Raw Ma- 

terials & Un- 

manuf. Goods .. 630,425 685,287 1,262,627 
Non - ferrous 

Metals & Manu- 

factures_.......... 354,809 483 6 
Mise. Manuf. 

GQOOdS ig exe -neshewred 242,182 54 6,605 
EXPORTS TO CHINA 
Beverages ........- 58,493 48 50,791 

Iron & Steel & 

Manufactures . 402,098 8,777 853,346 
Non-fer. Metals & 

Manufactures .... 39,289 2,265 234,938 
Cutlery, Hard- 

Ware! PF ces cdente 35,541 8,829 172,214 
Electrical Goods . 48,509 57,103 473,252 
Machinery ..... 800,076 63,749 825,255 
Woven Piecegoods 

(all kinds) ...... 90,914 3,319 60,204 
Cotton Thread..... _ — — 
Woollen Yarns & 

Manufactures. 179,622 414 1,733,483 
Other Textile 

Materials _....... 222,856 = 88,352 
Chemicals, Drugs 147,545 45,296 994.214 
Paper, Cardboard 27,089 102 101,034 
Vehicles th. ..4..d:<- 437.723 2.936 469.434 


Misc. Articles ..... 1,286,584 815,041 1,266,824 


Report from Japan 


The Jananese Textile Association predicts 
a 1947 total textile production of over 600 
million pounds as against 250 million Ibs in 1946. 
The prewar annual production was around 2,000 
million Ibs, while the record production exceeded 
2,300 million Ibs. 


Raw wool importation only for the manu- 
facture of fabrics for export will total in 1947 
about 80,000 to 100,000 bales. The last 1946 lot 
of woollen piece goods woven in Japanese mills. 
from old stocks of raw wool and yarn, destined 
for export, aggregated 2,150,000 yards; most of 
these woollen piece goods are ready for shipment. 


The first shipment of Australian wool will 
comprise 25,000 bales which is expected in 
Japan around middle of April. A second ship- 
ment of Australian wool will follow sometime 
in May or early June, and will aggregate 30,000 
bales. About 2,000 to 3,000 bales of imported 
wool will be retained in Japan for domestic con- 
sumption while all other wool imports will be 
earmarked for export in form of yarn, piece 
goods and _ other textiles. Only smaller 
quantities of yarn and knitted goods will be 
exported, export planning is concentrating on 
fabrics. 


Cotton yarn and fabrics have been ordered 
by a number of European countries. The first 
hiomat of 114 million linear yards will go to 
Sweden which might be effected in April and 
May. 


Orders from Far Eastern countries are 
pouring in but Japanese industries cannot cope 
with this flood. Large orders from Siam, the 
Philippines and British Malaya will be satisfied 
during 1947. It is certain that Japanese cotton 
textile exports will far exceed 400 million linear 
yards for the current year. Before the war 
Japan's peak exports of cotton fabrics amounted 
to 3,000 million yards. 


With the enormous expansion of production 
in Japan, foreign business men are anxious to 
return to Tokyo, Yokohama, Kobe and other 
cities where previously flourishing business was 
conducted. British merchants are still pre- 
vented from freely entering Japan but negotia- 
tions are expected to lead very soon to a lifting 
of the restrictions regarding entry of legitimate 
business men. 
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EXCHANGE & FINANCIAL MARKETS 


THE DECLINE OF THE CHINESE DOLLAR 


Before the Easter (Ching Ming) holidays, 
starting April 4, the CN$ on the local market 
was in demand by merchants from South China 
(esp. Swatow) and overseas Chinese who visited 
their ancestral towns and villages taking with them 
considerable amounts in CN$. Rates for drafts on 
Canton, Swatow, Tsamkong (i.e. Kwangchow-wan), 
on places in the West and East River areas etc. were 
strong, After the holidays (April 8) the weakness 
of the CN$ position became manifest when large 
hoards of Chinese banknotes and especially many 
billions of T.T. Shanghai were thrown on the 
market. Quotations declined almost by the hour 
and the impression was gained that another, 
although mild, open market devaluation of CN$ 
was shaping. The downward trend appears, by 
the end of the week under review (April 7-12), 
arrested at the following levels : CN$ notes on the 
local market : spot HK$ 40 (for CN$ 100,000), 
forward HK$ 31/32; T.T. on Canton (and most 
South China trading places) HK$ 34-36; T.T. on 
Shanghai HK$ 30/31. Lowest prices for T.T. 
Canton and T.T. Shanghai respectively were 
recorded on April 11 with 34 and 294. 


Shanghai sellers of T.T., drafts and CN$ 
notes have been very pressing and a veritable wave 
of capital flight has somewhat upset the local money 
market. The flight capitalists from North China 
have also brought here considerable quantities of 
gold but this has not affected the market since 
hardly any gold bars were sold yet. It is expected 
that gold from Shanghai (which incidentally arrives 
here with the same regularity as do US$ notes, 
mostly routed via Canton for convenience of easier 
transportation) will be made use of when settling 
accounts with local importers who ordered, on 
behalf of these self-expatriating merchants, com- 
modities from abroad destined for eventual ship- 
ment to China. There were some upsetting reports 
circulating in the market about the size of recent 
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(Report from Japan Continued from page 179) 

Representatives of American businesses with 
investments in Japan may receive permission 
within the near future to make trips to that 
country. 


Lack of housing, transportation difficulties 
and unsettled conditions generally so far have 
led authorities to restrict trips to Government 
representatives. However, it is believed that a 
limited number of American business men may 
soon be allowed to visit Japan as a step in the 
restoration of private trading. 


As in the case of Germany, private importa- 
tion of many articles from Japan will be 
handicapped until regulations governing valua- 
tion of goods for duty computation are issued. 
Traders hope that if the Treasury cannot issue 
such rules under its present authority that new 
legislation will be asked for this purpose. 


A value for the yen also will have to be 
set before private trading can be resumed. The 
existence of a black market in the yen makes 
this difficult also but it is believed that private 
trading will prove possible on some basis by the 
end of the year. 


The SCAP program for Japanese exports 
during 1948 is ambitious and it appears from the 
efforts undertaken by officers attached to SCAP 
that the realisation of the Japanese export drive 
for 1948 will be a success. SCAP has been sending 
out circulars to all Far Eastern countries in which 
Japanese exports are offered while at the same 
time Japanese import requirements are stated. At 
the present moment govt-to-govt trading is still 
in force, however, a change-over to private busi- 
ness, although under Japanese Govt control and 
guidance, is contemplated for the end of 1947. 
SCAP and the U.S. Commercial Company are 
the agencies through which foreign trade with 
Japan has to go as far as Tokyo is concerned; 
the trading partners of Japan are for the time 
being Ministries of Commerce, Govt Departments, 
Govt liaison agencies and other Govt bureaus. 


The tentative schedule of exports from Japan 
include : cotton fabrics and yarns; linen fabrics; 
rayon fabric and yarns; raw and fabric silk; wool 
fabrics and yarn; silkworm eggs; agar agar; alum; 
refined camphor; stationery supplies and special 
types of paper; pearls; tapestries; toilet goods; 
toys; dried mushrooms; lily bulbs; oyster seeds ; 
crude vitamins; tobacco; bicycles; binoculars; 
cameras; matches; pitch; sperm oil; citric, nitric, 
tartaric and sulphuric acid; electrical appliances 
including bulbs ; musical instruments, phenographs ; 
razors; synthetic dyestuffs; vegetable wax, and a 
number of other articles (consumer goods). 


Among the commodities which Japan wants 
from other countries are; cereals and other food- 
stuffs, including salt and sugar; field seeds; pig 
iron; silica sand; coal; raw cotton; rubber, crude 
and synthetic; jute; insecticides, 


gold imports from Shanghai, estimates ranged from 
17 to 21 metric tons (which would exceed 4 million 
taels of gold). While such figures may be much 
exaggerated, it is true that large shipments of 
gold, coming from Shanghai, have been stored here 
very recently. As usual, the Chinese authorities 
in Shanghai have, on discovery of stepped-up 
capital flight, ordered ‘“‘the taknig of effective 
measures.” 


Canton black markets have, in contrast to still 
rather well controlled Shanghai, resumed opera- 
tions without much bothering about the authorities ; 
the foreign exchange and gold markets, after some 
perfunctory attempts at suppression or control, are 
now quoting regularly as before the ‘gold rush’’ 
days of last February. Gold bars were ruling last 
week higher than before the Ching Ming holidays 
when CN$ 700,000 per tael was the average, Last 
week, particularly after April 10, prices firmed up 
and remained at around CN§$_ 750/765,000. 
Depending on the fluctuating black market 
exchange rate of the HK$ in Canton, the gold 
cross rate (Hongkong/Canton) was once slightly 
lower and then higher than the local market price. 
One tael of gold cost towards the end of last week 
about HK$ 280/285 in Canton. US$ and HK$ 
notes were actively traded in Canton at firm rates. 


DIVERGENCIES IN CN$ QUOTATIONS 


The Canton market quoted last week Shanghai 
T.T. and drafts at about 15 percent discount, i.e. 
for CN$ 850, more or less, paid at Canton an 
amount of CN$ 1,000 was received in Shanghai. 
Similar large differences in the domestic remit- 
tance rates between Shanghai and other South 
China commercial centres were noted. 


Money flowed out of Shanghai, using South 
China ports for temporary shelter on its way to new 
shores. On the other hand overseas Chinese remit- 
tances, funnelled through Hongkong, were, in 
their locally transformed shape of CN$ drafts, 
maintaining, to some extent, the CN$ draft quota- 


tion as far as such places as Amoy, Swatow, 
Meihsien, Kongmoon, Tsamkong etc. were 
concerned. 


It is a curious fact that within one country, 
and all controlled by the Central Govt, virtually 
one Northern and one Southern currency exist side 
by side. Accordingly, all prices of commodities, gold 
and all black market quotations in Shanghai and 
Canton (and other southern cities) differ by 10 to 
15 percent. A U.S. bank note, a bale of cotton 
yarn, a piece of soap or any native produce are 
quoted at different cities at divergent rates. 


The black gold and exchange markets, at the 
end of last week, quoted as follow : 


US$ notes: in Canton CN$ 13,500/14,500, in 
Shanghai CN$ 16,500/17,500. 


The Hongkong dollar, while quoting here about 
CN$2,500/2,600 per one HK$, quoted in Canton 
about CN$ 2,700/2,800, and in Shanghai CN$ 
3,100/3,300. 

Against the official Central Bank of China gold 
buying price of CN$ 480,000 per troy ounce, the 
current black market price in Shanghai of about 
CN$ 75,000 is now higher by about 45 percent. 
The officially permitted goldsmith selling price in 
Shanghai is CN$ 570,000 (or 20 percent higher than 
the Central Bank’s buying price). By comparison, 
the black US$ price in Shanghai is, against the 
official price, about 45 to 50 percent higher. 


Following are official foreign exchange rates of 
the Central Bank of China which are valid in 
Shanghai and Canton and all over China irrespec- 
tive of the considerable discount which at 


present is suffered by the CN$ of the Shanghai 
variety. 


Buying rates of Central Bank: 1 oz of gold 
CN$ 480,000; US$ note CN$ 11,640; HK$ note 
CN$ 2,450, Indian Rupee CN$ 2,940. 


Buying & selling rates for T.T. on 


New York, spot CN$ 11,900 12,000 
one month 12,260 12,360 
two ,, 12,620 12,720 
three ,, 12,980 13.080 
London, spot 40,000 48,000 
Hongkong, ,, 2,500 3,000 
Bombay, Le 3,000 3,600 
Zuerich, BB 3,250 3,350 


There is still another gold price, by way of 
computation, available : the Chinese Govt. has, for 
the purpose of inducing more subscribers to the 
US$ 400 million bonds, currently for sale in 
Shanghai, stipulated that one ounce of gold would 
be accepted at a value of CN$ 600,000, i.e. 25 per- 
cent higher than the official gold purchase price of 
the Central Bank. 


GOLD AND SILVER 


The dolorous gold market here should receive 
the news from Bombay about free bullion trading 
having been restored as from April 11, with much 
relief. The market sailed during recent weeks 
through the doldrums, and most operators were 
inclined to be pessimistic. The China market did 
not and still does not justify a sanguine appraisal, 
however, Bombay will, once again, relieve the 
heavily overbrought local bullion market. 


Bombay as a Deus ex machina! The Bombay 
Exchange Board resolved that the ‘‘state of emer- 
gency was now over and that members (of the 
Board) were free to trade without restrictions’’. 
Provided that Bombay gold prices will make the 
journey of gold from here via Macao or other 
friendly and conniving places profitable, there 
should be every reason to inject new life into the 
market. Previously, some shipments of gold via 
Macao to India have been satisfactorily arranged. 
A local airline transported gold from here to 
Macao where a plane from India was waiting to 
re over the gold bars on the Macao ad hoc air- 
field, 


Silver will, also experience more attention. 
World market prices are already up (New York 
quotes on April 11, 76 cents per fine oz., and 
London quotes on the same day 454 pence for spot, 
and 443d forward). Silver shipments from London 
arrived a few days ago in Bombay (8,000 bars) and 
Hongkong silver exports should again improve. 


The local price is about HK$ 3.30 per ounce. 
Shanghai quotes a silversmith official selling price 
of CN$ 9,000 per oz which price would correspond 
(at the current T.T. Shanghai quotation) to only 
HK$ 2.75. Although local silver stucks and hedges 
are large, imports of silver into the Colony will 
be attracted by the higher prices quoted here and 
abroad. 


Silver exports from China are prohibited but 
holdings and dealings were allowed by the Chinese 
Govt. However, as from April 11, coinciding with 
the re-established of a free silver market in Bom- 
bay, the Chinese Govt. has taken a very important 
step : the possession of silver coins (i.e. dollars and 
subsidiary coins) and trading in them has been 
declared as illegal, and all holders have to sur- 
render them to designated banks at an official 
exchange rate. The possibility for nationalisation 
of gold is thus more real than ever before. It is 
only a question of time when and at what terms 
gold will have to be compulsorily sold by holders 
to ‘‘designated banks’? at ‘‘an official exchange 
rate”. 


Provided that larger hoards of silver dollars 
will be surrendered by the Chinese, the note issue 
of the CN$ must by necessity greatly increase; 
the Central Bank will then either sell the surrender 
silver dollars abroad for financing of priority 
imports or may retain a portion of the coins as a 
monetary reserve. : 


Since silver dollars are one of the most 
traditional forms of native investment, particularly 
among the lower middle and working classes as well 
as the peasantry (as far as they still retain any- 
thing as personal possession) the compulsory silver 
purchase decree of the Govt. will prove very un- 
popular. 


THE AMERICAN DOLLAR MARKET 


During the first week of April the rates for 
notes, drafts and T.T. maintained themselves but 
after the Easter holidays demand fell off. Drafts 
closed last week at around HK$ 488/492 (for US$ 
100), and T.T. on New York was weak at 494/497. 


The bank note market, which has been recently 
generously fed from Canton and Shanghai sources, 
was active on account of many merchants continu- 
ing to buy notes which they deposit with local 
commercial banks for the purpose of opening a 
Letter of Credit. The Govt. Exchange Control 
has so far permitted such procedure on the part 
of importers who found it convenient, and also 
cheap compared to the current D/D and T.T. rates, 
to obtain thus officially US$ (importers paid in at 
an Exchange Bank the required amount in US$ 
notes, received an ‘‘exchange certificate’? in turn). 
However, it transpires that as from the current 
week this procedure will be curtailed or altogether 
no longer permitted. By such move the local bank 
note price of US$ should tend to be lower and, as 
was anticipated long ago in bankers’ circles, find a 
level of not much more than 10 percent above the 
official rate. 


The very tolerant attitude of the Exchange 
Control, in spite of the existence of very com- 
prehensive legislation (cf. text of Defence/Finance/ 
Regulations, 1940, elsewhere in this issue), has sur- 
prised many local and Chinese observers. It is a 
well-known fact that the local US$ market is not 
only used by merchants for financing their imports 
into Hongkong or China or other Far Eastern coun- 
tries, but also by international arbitrage operators, 
Chinese flight capitalists and influential circles in 
Shanghai. 


The virtually free US$ exchange market has 
its positive and negative aspects. As long as 
legitimate merchant interests et appear in the 
market the existence of this unofficial exchange is 
welcomed by most business men. Exporters of 
locally manufactured goods, China produce, 
Siamese, Indochinese, Malayan etc. cargoes will 
often find that only the difference or part of the 
difference between the official and unofficial US$ 
quotation enables them to carry on with their trade. 
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A good illustration is provided in the current 
export business of tung oil, wolfram ore and other 
Far Eastern produce and minerals exporters; New 
York commodity and raw material quotation are, 
by Far Eastern price standards, so low and so un- 
remunerative that only a high unofficial T.T. rate 
on New York makes shipments to U.S. possible. 
If the unofficial rate (which recently moved around 
HK$ 500 but now declines and is expected to drop 
further, probably to under 490) cannot be main- 
tained at a relatively high level, i.e. about 25 
percent above the official rate, some exporters could 
not continue with their business as their profits 
are no longer made in merchant business but are 
entirely dependent upon the exchange rates. 


On the other hand, the comparatively easy 
way to convert here HK$ into US$ (either notes, 
drafts or T.T.) has opened many possibilities for 
funds from other parts of the sterling area to take 
advantage of the financial markets of the Colony; 
thus millions of sterling were remitted here from 
various Near and Middle Eastern cities and used 
here to either purchase in America goods for ship- 
ment to any part of the world (not necessarily the 
Middle or Far East) or to hedge in Wall Street. 


Hongkong’s US$ resources are quite sizeable 
and are regularly fed from exporters’ bills and 
remittances from overseas, mostly for eventual pay- 
ment to Chinese relatives in Fvkien and Kwang- 
tung. A good monthly average .£ such receipts 
may total US$ 8 or 10 million while, without the 
embarrassing influx of both flight capital from 
China, partly for eventual conversion into US$, 
and funds from some sectors of the sterling area, 
the Hongkong requirements for US$ (msotly 
financing of imports) should be bess than US$ 4-5 
million per month (both for official and black 
market exchange). The open or black market rate 
for US$ should accordingly not exceed the official 
rate by more than a few percent. 


However, in the past heavy purchases of gold 
(as permitted by the Govt. here and the Macao 
Govt.) have drained the open market US$ resources 
and, naturally, supported a high rate. The heavy 
purchases of Us3 by sources as stated above, apart 
from legitimate importers, has—when the gold 
buyers’ exchange demand petered out—again lent 
strength to the US$ rate (which only recently 
touched 530). 


It is obvious that it is in the interest of the 
Colony to endeavour, through the Exchange Control] 
in the first place, to curb the open market US$ 
quotation. Although some exporters may suffer 
(£.i. tung oil merchants) the cost of living in Hong- 
kong will be somewhat reduced if so-called un- 
essential or ‘luxury’? American goods and goods 
from other “hard currency’’ countries will be 
imported here at, say, 10 or 15 percent cheaper cost 
than before. 


Short of mail and cable censorship no exchange 
control can be really effective ; however, the financial 
authorities here are not entirely powerless and, 
probably with some emphasis at the right moment 
and friendly though firm suggestion to the right 
people, the Exchange Control and other Govt. 
officials can reduce to a considerable extent the 
amount of transactions in the unofficial US$ 
market, particularly as regards those of extraneous 
provenance. 


HONGKONG BANK NOTE MARKETS 


Pound sterling notes are transacted only 
by few money-changers and the amount of business 
done is negligible. The position as was reviewed 
in our issue of March 19, page 148, has not yet 
changed. Some travellers bought pound notes at 
prices ranging from HK$ 14 to 144. 


The Indochina Piastre (or I.C.$) is at present 
the most favoured article among the speculation in 
bank notes. Large turnovers are reported, and 
interior markets (esp. Canton, Kunming) closely 
follow local quotations. The highest price during 
the first two weeks of April was HK$ 12 (for 
I.C.$ 100), and the lowest price HK$ 11.15. Many 
of the big time bulls and bears of other speculative 
financial markets participate in the I.C.$ ‘‘game’’ 
in which has been injected all the customary 
techniques of ‘rigging’ ; rumours are launched and 
energetically sprayed. 
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An ultimately much higher rate of the Piastre 
can easily be predicted even prior to the inevitable 
peaceful solution of the present strife in Northern 
Indochina; trade of the country has progressed 
recently and larger exports from Saigon and Hai- 
phong are expected here during the next few 
months. In order to pay for Indochinese exports, 
many merchants will, and actually do always run 
the risk of smuggling I.C.$ into Haiphong or 
Saigon. On the other hand smugglers of I.C.$ 
from Indochina into Hongkong or China have it 
not so easy as the French authorities are very 
watchful. 


It was believed that the French authcrities 
may announce a new official exchange rate of the 
I.C.$, both in terms of French francs and foreign 
currencies. The best one can say about such rumour 
is that it is very premature; in case of re- 
establishment of peace in the Indochinese Federa- 
tion, and the settlement of the currency issues 
between the I.C.$ and the fiat money issued by the 
Vietnamese regime, the possibility of a devaluation 
of the 1.C.$ could be discussed. 


The Netherlands Indies, Guilder has not found 
much interest in the bank note market. Rates went 
once up to HK$ 48 (for 100 Guilders) but towards 
the end of last week prices of 38/39 were the rule. 
Some hectic days brought differences of prices 
within one or two hours of some 20 percent. Besides 
the guilder or NICA guilder notes, there are also 
traded Java guilders (cf. our last issue, page 169) 
which are now out of circulation in Batavia but 
may be eventually exchanged at par by the Govt. 
in the Netherlands Indies. The current price 
fluctuates between HK$ 28 to 32, i.e. about W 
percent lower than the NICA guilder. 


The Siamese Baht (or Tical) has shown a firm 
tendency of late and the current rate, which is 
higher than during recent weeks, may even im- 
prove. Highest and lowest prices respectively 
during the first half of April were HK$ 23 and 
$19} (for 160 baht). 


HONGKONG CLEARING HOUSE 


Total bank clearings in March amounted 
to $464,164,534, an increase of 0.7 percent 
over the clearing total of February 1947. 
Since January 1946 the monthly clearing 
figures have always increased over the 
preceding month. 


The percentages of increases of monthly 
clearing figures for the month of February 
1946 over January, for the month of March 
over February, and so on until the end of 
1946 are as follow: 44.8, 41.6, 24.3, 37.9, 10.65, 
17.96, 18.86, 10.01, 8.66, 0.82 and 5.8 percent. 
The January 1947 clearing total increased by 
4.4 percent over Dec. 1946, the February 
clearings exceeded the Jan. clearings by 4.24 
percent. 


HONGKONG CURRENCY CIRCULATION 


Total HK$ circulation at the beginning 
of 1947 amounted to 466 million (banknotes 
issued by the Hongkong and Shanghai 
Banking Corp. $416 million, by the Chartered 
Bank $42 million, and by the Mercantile 
Bank of India about $4 million; in addition 
about $4 million of notes issued by the 
Government of Hongkong for $1 and smaller 
denominations). 


_ At the beginning of 1938 the total note 

circulation in Hongkong amounted to $235 
million (viz. Hongkong Bank $200 million, 
Chartered Bank $25 million, and Mercantile 
Bank $5 million; and H.K. Govt. $1 notes 
about $3.9 million). 


The value of the HK$ is controlled by 
the H.K. Exchange Fund which has the power 
to buy and sell foreign exchange (according 
to Currency Ordinance of Dec. 5, 1935). The 
Fund took over the silver formerly held 
against the issues by the 3 note-issuing 
banks, in return for certificates of indebted- 
ness against which the Fund may hold 
bullion, foreign exchange or approved securi- 
ties. The value af the HK$ has since 1935 
been maintained at approx. 1/3d. both before 
and after the war. 


CHINA PRODUCE PRICES IN 
NEW YORK 


In US$, om April 12th: 


CASSIA OIL, per lb. F.O.B. New York ...... 


BRISTLES. 
follows : 
Hunkow, Regular Assortments ..... 


F.O.B. 


Chungking, 
Shanghai 
Tientsin, short 55's 2 

» Regular .. . 6.70 
SANDALWOOD OIL, in drums (depending on 

sellers’ quantity & quality) cece. 19.00 to 

21.00 

TUNG OIL, in tank cars, per lb. F.O.B. 

New’ Mowe (A iisesates- coast saesrsodancecisee «dsnsare-bsee 0.87 


RUBBER PRICES IN SINGAPORE 


In Straitx dollars, for loose rubber, f.0.b. 


April 1 April 8 

Spot .... .. 048-B/4 48-6/8 
April 0.44-7/8 4-5/8 
ay 0,45-1/8 44-8/4 

June... 0.45-1/4 4-7/8 


Markets rule quict since weeks; the undertone is stosdy. 


HONGKONG OFFICIAL EXCHANGE RATES 


Hongkong & Shanghai Bank’s 


Selling rates 
London) Wises: cirttee setts? 1/2.27/32 
Australia. 75. .cscriran sap heoe ses 1/62 
Singapore’ |, c-oeiseea-sescoos 528 
nici aes ici tees ve eeotee ate 823 
U.S. and Canada ............ 245 


pee certs eos wen: aoe 50.1/16 
... 2970 
cee LOT 
. 243 
sop eee tepemae seasons Nominal 


US$ cross rate in London 4023 b., 403} s. 


Exchange Banks Association 
“agreed merchant rates” — 

Selling Buying 

1/2.15/16 1/3.1/32 TT 
delivery within two 1/3.1/16 O/D 
months with a cut 1/3.3/32 60-90 d/s 
of 1/32 for every 3 1/34 120 d/s 
months forward 


1 1/6% TT 
18 1/6.15/16 O/D 
52% 53.7/16 TT & O/D 
53.9/16 30-60 d/s 
823 833 TT 
834 O/D 
84 30 d/s 
844 60-90 d/s 
24.15/16 253 TT 
delivery within 2 25.5/16 D/D 


months with a cut 
of 1/16 for every 3 
months forward 


252 60-90 d/s 


UNOFFICIAL EXCHANGE RATES IN HONGKONG 


Gold per tael 
High 


Low 


2744 
2743 
2753 
276 
270 
271 
271 
268 
2683 


CN$ (per 100,000) 


£  Piastres Guilders Baht 


Spot Forward US$ (per 100) (per 100) 

High Low High Low Draft Notes Banknotes 

454 444 414 41 499 489 14.4 11.7 47 21.5 
47 454 413 40% 498 4893 14.4 11.5 42 22 
48 463 414 404 4954 489 14.1 pi Wer 46 20 
443 433 41t 414 493 484 14.0 11.5 42 22.3 
433 424 38% 364 495 4823 14.2 11.4 43 20 
413 394 36% 35 4934 4823 14.1 12 42 21.5 
41 40 363 323 490 480 14.5 11.5 40 21 
40 384 33 31 490 4813 14.3 11.3 39 20 
393 394 3 313 489 4793 14.4 11.3 39 21.5 


Avril 4, 5 & 7:—Easter Holidays (Ching Ming Festival). 


182 


FAR EASTERN ECONOMIC REVIEW 


The Defence (Finance) Regulations, 1940 


The following is the text of the DEFENCE 
(FINANCE) REGULATIONS which — were 
authorised by the Governor of “Hongkong on 
March 21, 1940. They are part of ‘Hongkong 
War Emergency Legislation’ made under the 
Emergency Powers (Defence) Acts, 1939 & 1940. 


Contrary to many uninformed merchants in the 
Colony, mostly recent arrivals, the Defence 
(Finance) Regulations, 1940, are still in force. 


Altogether there are 12 regulations, the fallow- 
ing seven of which are published below, via. 


1.—Restriction on purchase, sale and lo«wns of 
foreign currency and gold 


2.—Kestriction on expart of currency, gold and 
securities, etc, 


3.—Acquisition by Govt. of gold coin and 


bullion 


4.—Restrictions on British subjects charging 
securities, 


5.—Acquisition 


by Govt. 
currencies. 


of certain foreign 


6.—Directions to furnish information, ete. 
7.—General power to exempt securities, 


Five regulations, viz 8, Hxemption from stamp 
duty, 9. Application of Defence Regulations of the 
Colony, 10, Lrovision as tor payments, 11, Jnter- 
pretation, and 12. Short title, have not been 
included by us. 


1—(1) Except with permission granted 
by or on behalf of the Governor, no person 
other than an authorized dealer shall, in the 
Colony, buy or berrow any foreign currency 
or any gold from, or lend or sell any foreign 
currency or any gold to, any person not being 
an authorized dealer: 


Provided— 


(a) that nothing in this regulation shall 
prevent the exchange of foreign coin and 
notes by licensed money-changers in the 
lawful pursuance of their ordinary trade; and 


(b) that any Chinese native bank 
registered as such for the purpose of this 
regulation with the Financial Secretary, may, 
notwithstanding that it is not an authorized 
dealer in foreign exchange, sell Chinese cur- 
rency and remit money to China subject to 
such limits and on such conditions as the 
Goveredt: or a person designated by him may 

irect. 


(2) In this regulation, the expression 
“authorized dealer” means, in relation to any 
transaction in respect of gold, a person 
authorized by or on behalf of the Governor 
to deal in gold, or, in relation to any transac- 
tion in respect of foreign currency, a person 
authorized by or on behalf of the Governor 
to deal in foreign currency. 


2.—(1) Subject to any exemptions which 
may be granted by order of the Governor, 
no person shall, except with permission 
granted by or on behalf of the Governor— 


(a) take or send out of the Colony any 
bank notes, currency notes, gold, securities or 
foreign currency, or transfer any securities 
from the Colony or elsewhere; or 


(b) transfer any security from a register 
in the Colony to a register outside the 
Colony, or do any act which is calculated to 
secure, or forms part of a series of acts 
which together are calculated to secure, the 
substitution, for any security which is either 
in or registered in the Colony, of a security 
which is either outside or registered outside 
the Colony; or 


(c) draw, issue or negotiate any bill of 
exchange or promissory note, transfer any 
security or acknowledge any debt, so that 
a right (whether actual or contingent) to 
receive a payment in the Colony is created or 
transferred in favour of a person who is 
resident outside the Colony, or make any 
payment to any such person; or 


(d) draw or negotiate any bill of 
exchange or promissory note, transfer any 
security or acknowledge any debt, so that 
a right (whether actual or contingent) to 
receive a payment in the Colony or in the 
United Kingdom is created or transferred as 
consideration— 


(i) for receiving a payment, or acquiring 
property outside the Colony or in the United 
Kingdom; or 


(ii) for a right (whether actual or con- 
tingent) to receive a payment, or acquire 
property, outside the Colony or the United 
Kingdom, 


or make any payment as such consideration, 
and the Governor or a person designated by 
him may impose such restrictions on the 
making of payments and the doing of any 
other acts, by bankers or brokers in the 
course of their business as appear to the 
Governor to be necessary or expedient for 
the purpose of securing the due enforcement 
of ehh te (c) and (d) of this para- 
graph: 


Provided that the provisions of this para- 
graph shall not apply to any securities if the 
Governor or a person designated by him is 
satisfied that all the persons interested in 
such securities, other than persons interested 
merely as trustees or merely by virtue of 
any mortgage, pledge or charge created 
before the eighth day of September, 1939, but 
including any persons beneficially interested 
in the securities under a trust, are not 
British subjects, 


(2) The preceding paragraph shall not 
restrict the doing of anything, within the 
scope of his authority, by a person authorized 
by or on behalf of the Governor to deal in 
foreign exchange, and shall not restrict the 
doing of anything which is certified by or on 
behalf of the Governor to be necessary for 
the purpose— 


(a) of meeting the reasonable require- 
ments of a trade or business carried on in 
the Colony; or 


(b) of performing a contract made 
before the third day of September, 1939; or 


(c) of defraying reasonable travelling or 
other personal expenses. 


(3) Any person who on any occasion is 
about to leave the Colony (which person is 
hereafter in this paragraph referred to as 
“the traveller’) shall, if requested so to do 
by the appropriate officer— 


(a) declare whether or not he has with 


him any bank notes, postal orders, gold, 
securities or foreign currency; 
(b) produce any bank notes, postal 


orders, gold, securities or foreign currency 
which he has with him, 


and the appropriate officer and any person 
acting under his directions may search the 
traveller and examine or search any article 
which the traveller has with him, for the 
purpose of ascertaining whether he has with 
him any bank notes, postal orders, gold, 
securities or foreign currency, and may seize 
any bank notes, postal orders, gold, securities 
or foreign currency produced or found upon 
such examination or search unless either— 


(i) the appropriate officer is satisfied 
that the traveller is, in respect of any bank 
notes, postal orders, gold, securities or 
foreign currency which he has with him on 
the said occasion, exempt from the restric- 
tion imposed on him by paragraph (1) of 
this regulation; or 


(ii) the traveller produces to the appro- 
priate officer such a certificate granted by or 
on behalf of the Governor as shows that the 
exportation by the traveller of any bank 
notes, postal orders, gold, securities or 
foreign currency which he has with him on 
the said occasion does not involve a contra- 
vention of this paragraph: 


Provided that no female shall be search- 
ed in pursuance of this paragraph except by 
a female. 


(4) As respects any goods, being goods 
consigned from the Colony to a destination 
which is outside the Colony, the appropriate 
officer and any person acting under his direc- 
tions may examine or search the goods for 
the purpose of ascertaining whether there 
are being sent therewith any bank notes, 
postal orders, gold, securities or foreign 
currency, and may seize any bank notes, 
postal orders, gold, securities or foreign cur- 
rency found upon such examination or search 
unless there appears to the appropriate 
officer to have been granted by or on behalf 
of the Governor a certificate which shows 
that the sending as aforesaid of the bank 
notes, postal orders, gold, securities or 
foreign currency does not involve a contra- 
vention of paragraph (1) of this regulation. 


(5) For the purposes of this regulation— 


(a) any bills of exchange or promissory 
notes payable otherwise than in sterling shall 
be deemed to be foreign currency; 
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(b) the expression “transfer" includes 
transfer by way of loan or security, and a 
rson shall be deemed to transfer securities 
rom the Colony elsewhere if he transfers 
securities from a register in the Colony to a 
register outside the Colony; and 


(c) the expression “the appropriate 
officer" means any revenue officer, any con- 
stable or any person authorized by the 
Colonial Secretary to act under paragraphs 
(3) and (4) of this regulation; 
and for the purposes of so much of para- 
graph (1) of this regulation as restricts the 
taking or sending of securities out of the 
Colony, documents of title relating to 
securities shall be deemed to be securities, 
and references to securities in paragraphs (3) 
and (4) of this regulation shall be construed 
as including references to such documents 
of title as aforesaid. 


3. Every person resident in the Colon 
who is or hereafter becomes entitled to sell 
or to procure the sale of any gold shall offer 
that gold, or cause it to be offered, for sale 
to the Government of Hong Kong or to a 
person designated by the Governor for the 
purposes of this regulation, at such price as 
may be determined by or on behalf of the 
Governor: 


Provided that the preceding provisions 
of this regulation shall not impose upon any 
person an obligation to offer any gold for sale 
or cause any gold to be offered for sale, if— 


(a) he satisfies the Governor or a person 
so designated— 


(i) that all the persons interested in that 
gold, other than persons interested therein 
merely as trustees or merely by virtue of any 
mortgage, pledge or charge created before 
the third day of September, 1939, but includ- 
ing any persons beneficially interested in the 
gold under a trust, are not resident in the 
Colony; or 


(ii) that the gold is required for the 
purpose of performing a contract made 
before the said day; or 


(iii) that the gold is held for the pur- 
pose of meeting the reasonable requirements 
of a trade or business carried on in the 
Colony otherwise than by way of dealing in 
gold; or 


(iv) that the gold has been imported 
into the Colony with a view to re-exportation 
in pursuance of a regular trade in gold; or 


(b) he is, in respect of that gold, 
exempted from this regulation by the 
Governor or by a person so designated. 


4.—(1) The Governor may by order 
direct— 


(a) that, subject to any exemptions for 
which provision may be made by the order, 
no British subject snall, except with permis- 
sion granted by or on behalf of the Governor, 
sell, transfer, or do anything which involves 
the creation of a charge on securities owned 
by him of any such class as may be specified 
in the order, being a class of securities which, 
in the opinion of the Governor, is likely to 
be marketable outside the Colony; and 


(b) that any British subject who is the 
owner of any securities of the said class shall, 
in such manner and within such period as 
may be specified in the order, make a return 
to the Governor or a person or corporation 
designated by the Governor for that purpose 
giving such particulars with respect to those 
securities as may be so specified. 


For the purposes of this regulation a 
person who mortgages or pledges a security 
shall be deemed thereby to create a charge 
on the security. 


(2) At any time while an order made 
under the preceding paragraph with respect 
to securities of any class is in force, the 
Governor, if he is of opinion that it is expedi- 
ent so to do, may, by an order made generally 
with respect to any specified securities of 
that class of which any particular person 
is the owner, transfer to the Commissioners 
for the time being of His Majesty’s Treasury 
in the United Kingdom, the securities to 
which the order or directions relates or relate 
at a price which, in the opinion of the 
Governor, is not less than the market value, 
at the London official rate of exchange, of 
the securities on the date of the making of 
the order or the giving of the directions. 
Such price shall be specified in an order or 
direction made or given not later than five 
days after the date of the order or direction 
by which the securities were transferred. 
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_ (3) Where any order is made, or any 
directions are given, under the last preceding 
Paragraph, witn respect to any securities— 


(a) those securities shall forthwith vest 
in the said Commissioners free from any 
mortgage, pledge or charge and the said 
Commissioners may deal with the securities 
as they think fit; 


(b) the owner of any of those securities, 
and any person who is responsible for keep- 
ing any register or book in which any of 
those securities is registered or inscribed or 
who is otherwise concerned with the regis- 
tration or inscription of those securities, shall 
do all such things as are necessary or as. the 
Governor or a person designated by the 
Governor for the purposes of this regulation 
may direct to be done for the purpose of 
securing that the security and any document 
of title relating thereto will be delivered and, 
if required, registered or inscribed as 
directed. 


(4) The duty to deliver any security 
under the last preceding paragraph shall 
include a duty to do all such things as are 
mecessary to secure that any dividends or 
interest on that security becoming payable 
on or after the date of the making of the 
order or the giving of the directions will be 
paid as directed; and where, in the case of 
any security payable to bearer which is 
delivered in pursuance of the said paragraph, 
any coupons representing any such dividends 
or interest are not delivered with the 
security, such reduction in the price payable 
therefor shall be made as the Governor 
thinks fit: 


Provided that, where the price specified 
in the order or directions in relation to any 
securities is ex any dividend or ex any 
interest, this paragraph shall not apply to 
that dividend or interest or to any coupon 
representing it. 


(5) A certificate signed by any person 
authorized in that behalf by the Governor 
that any specified securities are securities 
transferred to the said Commissioners under 
this regulation shall be treated by all persons 
responsible for keeping any registers or 
books in which the securities are registered 
or inscribed, or who are otherwise concerned 
with the registration or inscription of those 
securities, as conclusive evidence that the 
securities have been so transferred. 


(6) This regulation shall not apply to 
any security if the Governor or a person 
designated by the Governor for the purposes 
of this regulation is satisfied that at all times 
since the beginning of the twenty-sixth day 
of August, 1939, all the persons interested in 
the security, other than persons interested 
therein merely as trustees or merely by 
virtue of any mortgage, pledge or charge 
created before the said day, but including 
any persons beneficially interested therein 
under a trust, were not resident in the 
Colony. 


(7) Where, by virtue of sub-paragraph 
(a) of paragraph (3) of this regulation, any 
security has become vested in the said Com- 
missioners, then, if at any time before the 
steps required by sub-paragraph (b) of that 
paragraph to be taken in relation to that 
security have been taken, the said Commis- 
sioners have made a declaration divesting 
themselves of the security, the order or direc- 
tions in consequence of which the security 
so became vested in them shall be deemed, 
for all purposes, not to have been made or 
given with respect to that security. 


(8) For the purposes of this regulation, 
the expression “security” includes a deposit 
receipt in respect of the deposit of securities. 


5.—(1) Every British subject resident in 
the Colony who is, or hereafter becomes, 
entitled to sell or to procure the sale of any 
foreign currency to which this regulation 
applies shall offer it, or cause it to be offered, 
for sale to the Government, or to a person 
designated by the Governor for the purposes 
of this regulation, at such price as may be 
determined by or on behalf of the Governor. 


(2) Where a person has become bound 
under the preceding paragraph to offer, or 
cause to be offered, any foreign currency for 
sale, and has not done so, the Governor may 
direct that that currency shall vest in the 
Colonial Treasurer Incorporated and it shall 
so vest accordingly free from any mortgage, 
pledge or charge, and the Colonial Treasurer 
Incorporated shall pay to the person who 
would but for the direction be entitled to 
Possession of the currency such price in 
respect thereof as may be determined by or 
on behalf of the Governor. 
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(3) Every British subject resident in the 
Colony who is, or hereafter becomes, entitled 
to assign, or to procure the assignment of, 
any right to receive outside the Colony or 
the United Kingdom, in respect of any credit 
or balance at a bank, payment of any amount 
in a foreign currency to which this regula- 
tion applies, shall, unless the Governor or a 
person designated by the Governor for the 
purposes of this regulation gives him notice 
to the contrary, do all things necessary for 
the purpose of assigning that right to the 
Government or to a person so designated. 


The sum payable as consideration for 
any assignment made in accordance with 
this paragraph shall be such as may be 
determined by or on behalf of the Governor. 


(4) The preceding provisions of this 
regulation shall not impose upon any person 
an obligation in respect of any currency or 
right to receive payment of any amount, if— 


(a) he satisfies the Governor or a person 
designated by the Governor for the purposes 
of this regulation that all the persons 
interested in that currency, other than 
persons interested therein merely as trustees 
or merely by virtue of any mortgage, pledge 
or charge created before the third day of 
September, 1939, but including any persons 
beneficially interested in the currency under 
a trust, are not British subjects, or 


(b) he satisfies the Governor or a person 
so designated that the currency or amount, 
as the case may be, is held or is required 
for the purpose— 


(i) of performing a contract made before 
the third day of September, 1939; or 


(ii) of meeting the reasonable require- 
ments of a trade or business carried on in 
the Colony otherwise than by way of dealing 
in foreign exchange; or 


(iii) of defraying reasonable travelling 
or other personal expenses; or 


(c) he is, in respect of that currency or 
right, as the case may be, exempted from this 
regulation by the Governor or by a person 
so designated. 


(5) The foreign currency to which this 
regulation applies is United States dollars, 
Canadian dollars, belgas, Swiss francs, 
guilders, Argentine pesos, Swedish kronor, 
Norwegian kroner or such other foreign cur- 
rency as may from time to time be designated 
by the Governor for the purposes of this 
regulation by notice published in the 
Gazette. 


6. Without prejudice to any special 
provision contained in these regulations the 
Governor or a person designated by the 
Governor for the purposes of this regulation 
may, for the purpose of securing compliance 
with these regulations, give to any person 
directions requiring him, within such time, 
in such manner and to such persons as may 
be specified in the directions, to furnish such 
information as may be so specified and to 
produce for inspection any relevant books, 
accounts or other documents, 


7.—(1) Without prejudice to any power 
conferred by any of these regulations, the 
Governor, by an order made by him generally 
with respect to any description of securities 
or by a certificate given by him or on his 
behalf with respect to any particular 
securities, may exempt the securities to 
which the order or certificate relates from 
the provisions of all or any of these regula- 
tions. 


(2) An order or certificate under the 
preceding paragraph shall be deemed to 
relate not only to the securities specified in 
the order or certificate but also to any 
security to which the owner of securities so 
specified may become or has become entitled 
as such, either by way of bonus or in conse- 
quence of any conversion operation, amal- 
gamation or reconstruction. 


(3) Nothing in any order under para- 
graph (1) or paragraph (2) or in paragraph 
(3) of regulation 4 of these regulations and 
nothing in regulation 2 of these regulations 
shall apply in relation to any security to 
which an order or certificate under this 
regulation relates, and nothing in regulation 
5 shall apply in relation to any amount of 
currency which an owner of any such 
security has become entitled as such to 
receive. 


(4) For the purposes of this regulation, 
the expression “security” includes a deposit 
receipt in respect of the deposit of securities. 
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FINANCIAL 
REPORTS 


Chinese Bank Note Circulation 


As on February 17, when the new official 
exchange rate of CN$12,000 was promulgated, 
the total bank note issue of the Gentral Bank 
of China amounted to about CN$5,000 billion. 
At the official US$ exchange rate, the total 
note circulation of China was equivalent to 
US$4164 million. In our issue of Feb. 5, 
page 65, we stated that the prewar (1937) 
equivalent of China’s banknote circulation 
was US$423 million. Provided that China’s 
actual bank note circulation was not much 
in excess of 5,000 billions on Feb. 17, it would 
appear that China’s internal purchasing 
power has very much decreased in 1947 com- 
pared to ten years ago. The depreciation of 
the US$, in terms of purchasing power, 
amounts to-day to about 40 percent; in other 
words, if China’s present purchasing power 
should equal its 1937 standard the equivalent 
ep nd note issues should be about US$600 
million. 


(By comparison with the Chinese cur- 
rency US$ equivalent of about 4164 million, 
the Hongkong currency equivalent value in 
US$ amounts to about 115 million). 


If the circulation of CN$ further 
increases, as it actually has been the case 
since last Feb. 17, the official exchange rate 
of CN$ in terms of US$ (and other foreign 
currencies) should be periodically adjusted. 
Thus, if the note issue is now 6,000 billion, 
the exchange rate should have also improved 
by 20 percent, ie. to about CN$14,400 for 
US$1. 

To judge by reports coming from the 
note presses of Shanghai, very. large amounts 
of paper money are printed daily. Never- 
theless, the current method of financing the 
deficit of the treasury of the Chinese Govt. 
will not lead to any great monetary upheaval; 
even in case of the note issue reaching at the 
end of 1947 CN$10 trillion, the official 
exchange rate would only require one or two 
revisions during the current year until even- 
tually a rate of CN$24,000 for US$1 is arrived 
at. 

It is expected in Nanking that Govt. will 
bridge over its considerable deficit by 
auctioning off some puppet and enemy pro- 
perties, selling US Army surplus goods and 
certain Unrra supplies. By such methods 
the inflation of CN$ can be kept within 
moderate bounds. It remains to be seen 
how, when and at what terms Govt. sales of 
puppet properties etc. will be conducted. 


In addition to the issues of the Central 
Bank of China (which includes all the now 
negligible prewar issues of the note-issuing 
Govt. and commercial and provincial banks), 
there are circulating in China banknotes in 
Manchuria and Taiwan which are affiliated 
to the CN$ although the Taiwan $ rate may 
soon again be adjusted by increasing the 
value of the Taiwan $ in terms of CN$. 


The Communist-controlled areas use 
largely their own scrip which is not 
recognised by Nanking when the Nationalist 
troops, here and there, occupy or re-occupy 
certain Communist towns or villages. The 
monetary position in such cases is very con- 
fused; the consolidation of occupied Com- 
munist areas is often difficult and the 
Communist infiltration frequently succeeds 
in ousting the Nationalist troops. Should 
f.i. the city and environments of Yenan 
remain in the hands of the Nanking Govt., 
it will be necessary to expand the issue of 
CN$ for use of the population there which 
previously used almost exclusively the dollar 
of the Communist regime. 


The necessity to expand the military 
budget, owing to very extensive operations 
which require garrisoning of vast areas and 
maintenance of dozens of divisions only for 
pacification purposes, will certainly bring 
about further considerable increases in the 
note circulation. The success or failure of 
the US$400 million bonds subscription (cf. 
our previous issue, page 169) will have much 
bearinig on the future degree of inflation in 
1947, 


Hongkong and Shanghai Banking Corp. 


The Reserve Funds of the Banking Corp. 
have been reduced from £7,125,000 to 
£6,000,000. 


A new branch in British Malaya has been 
recently opened, located at Kuala Belait, which 
brings up the number of branch offices in 
Malaya from 9 to 10, and the total number 
of the Bank’s branch offices from 47 to 48. 
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BANKING IN MACAO 


The Banco Nacional Uliramarino (B.N.U.), 
a Portuguese State bank with head office in 
Lisbon and branches throughout the Portu- 
guese Empire, maintains a large branch in 
Macao which issues bank notes, called Patacas, 
the value of which is at par with the Hong- 


FAR EASTERN ECONOMIC REVIEW 


The official foreign exchange rates of the 
B.N.U., Macao, are as follow (bank’s selling 
rates): Lisbon: Escudos 6.07 for one pataca 
(the B.N.U. buys Escudos, i.e. the metropolitan 
currency, at about 6.25, which amounts to a 
3% difference in the buying and selling rate 
commonly regarded as too high). London: 
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Besides Macao money there circulate in the 
Portuguese Colony several millions of HK$, a 
currently estimated 5-7 millions. Chinese dol- 
lars are, since the inflation became accentuated 
after the end of war, no longer held by the 
population. On the contrary, several millions 
of patacas have been hoarded by Chinese mer- 
chants in the neighbouring districts, and in 


kong dollar. The prewar note circulation was 3 towns like Shekkei, Kongmoon and many places 
around one million patacas; during the war 1/2-25/32. _New York: US$22-7/16 for 100 ses Chungshan. Much eae among jinese 
years, on account of the withdrawal of silver patacas (which rate is about 10% lower than jperc-hants is conducted on the basis of patacas 


dollar circulation and the reduction of HKS 
and virtual discontinuation of Chinese dollar 
circulation in the Portuguese Colony, the issue 
of patacas had to be increased. 


The highest circulation figure during 1945 
amounted to 28.1 million patacas; in February 
1946 the circulation stood at 24.8 million and 
amounted, as on Feb. 28, 1947, to 21} million 
patacas. Total fixed deposits with the Macao 
branch of B.N.U. amounted to 4.3 million in 
Feb. 1946, while the record (in 1945) was 5.3 
million. At present deposits with the B.N.U. 
total 3.4 million. The balance sheet of the 
Macao branch of B.N.U. shows sundry debtors 
and sundry creditors with each about 41 million. 
The total balance sheet amount was 72-3/4 
million as at Feb. 28, 1947. 


A sub-branch office has been opened last year 
in Hongkong but no banking business is con- 
ducted by the B.N.U. in the British Colony 
except infrequent remittances. 


The B.N.U. Macao branch manager is Mr. 
J. Grave Leite while the sub-branch manager in 
Hongkong is Mr. P. J. Lobo, concurrently 
Director of the Economic Dept. of the Macao 
Gort. 


the official rate in Hongkong). India: Rs 80. 
Singapore: Str.$ 51. Switzerland: Fr. 832. 


A premium of 1/4% is charged for transfer 
of Patacas to Hongkong. 


HK$ notes are not freely bought by B.N.U. 
at Macao; only bona fide travellers and clients 
can obtain patacas at a discount of 1% (i.e. 
HK$ 99 for P. 100). The outside or open 
exchange market charges foreign exchange rates 
in the same manner as it is done in Hongkong, 
and quotations in Macao are following closely 
local daily rates. However, the open markct 
undervralues HK$ by about 46% (since June, 
1946, prior to which month HK$ and patacas 
were exchanged at par in Macao, and, for some 
time, HK$ even enjoyed a small premium.) 


The US$ open market quotes notes, drafts 
and T.T.; the current bank note price is about 
P.480 for US$ 100, or about 8% higher than 
the (more or less nominal) official B.N.U_ rate; 
in Hongkong the open market rate for US$ 
notes is about 20% higher than the official, fixed 
exchange rate. 


and, as is the custom in large parts of South 
China, in HK$. 


Apart from the B.N.U. only one Chinese 
commercial bank, the Bank of Canton, Ltd., 
conducts ordinary banking business in Macao. 
This bank also serves as financial agent for the 
Chinese Govt. in Nanking, the Kwangtung Pro- 
vincial authorities and the Chinese Customs. 


There are a good number of exchange shops 
established in Macao, called ‘‘cambistas” 
although a few use, without authorisation, the 
title of a “banco’’. Since the B.N.U. cannot 
attend to all merchant business, the exchange 
shops engage in every form of banking, includ- 
ing acceptance of deposits, discounting of bills, 
financing trade and conducting Chinese and 
foreign remittances. This is, of course, am 
anomalous position; a good number of 
residents negotiate mortgages and loans with 
money-changers instead of doing business with 
commercial banks. Jt is claimed by some 
Portuguese merchants that the banking facilities 
and the resources of the B.N.U. are not suffi- 
cient to attend to all requirements of the Por- 
tuguese Colony. 


Exchange Rates in the Central and South American Republics 


There has been during recent months an increase in trade between Hongkong and the Central and South American countries. 
Many inquiries have arrived here and interest for expansion of local exports to. and imports from Latin America has been growing. 
Exchange regulations and differences in exchange rate quotations have been puzzling to many merchants. We are, therefore, 


publishing below the current official and free exchange rates of the Latin American Republics. 


In our issue of February 5, pp- 


64-65, the parities of Latin American (and all other international) currencies in terms of gold, U.S. dollar and Pound Sterling were 


published. 


The following quotations are based on actual selling rates for sight drafts on New York, in units of Latin American currencies 


per one U.S. dollar, with one exception: Cuba—U/S. dollar to the peso. 
and the balboa of Panama are linked to the U.S. dollar at 1 to 1. 


Average rate 


The peso of the Dominican Republic, the quetzal of Guatemala, 
The gourde of Haiti is fixed at 5 gourdes to one U.S. dollar. 


Latest available quotation. 


January Approximate 
1945 1946 1947 equivalent 
Country Unit quoted Type of exchange (annual) (annual) (monthly) Rate in US. Date 
currency 
Argentina ........Paper peso ......Preferential  ...........2.22.....2-.- 3.73 3.73 3.73 3.73 $0.2681 Feb. 15, 1947 
Ordinary 4.23 4.23 4.23 4.23 23) Do. 
Auction ; . 494 4.94 4.94 4.94 .2024 Do. 
Free market . 4.04 4.09 *4.10 4.11 2433 Jan. 29, 1947 
Belivsa’. <.---- 2-5 Boliviano ...Controlled . 4242 42.42 42.42 42.42 0236 Feb. 15, 1947 
Ques... - 59.96 60.94 59.50 59.50 0168 Jan. 31, 1947 
SERA eee anses 3 Cruzeiro ! Official . 16.50 2 16.50 (2) (2) sd bP, 
Free market .......... - 19.50 19.42 18.72 2 18.72 0534 Feb. 15, 1947 
Special free market -. 20.00 * 20.00 (8) (8) ae. — 
Chale) Lice PE90 ik, = Fens Sperialy ..25..ceriae - 19.37 19.37 19.37 19.37 .0516 Do. 
Export draft 25.00 25.00 25.00 25.00 0400 Do. 
Free market 32.24 34.86 42.14 42.14 -0237 Jan. 31, 1947 
UO 31.00 31.00 31.00 31.00 0323 Feb. 15, 1947 
Colonia: 32-4.2.-205: 1 ae ae ee Commercial b Z 1.75 1.75 1.75 1.75 5714 Jan. 31, 1947 
Bank of Republic . 1.76 1.76 1.76 1.755 5698 Feb. 15, 1947 
Og eee eee ter 1.83 **1.835 *1.925 1.925 -5195 Dec. 31, 1946 
Costa Rica. «.:.... Colonies: 45 axes Uncontrolled 5.68 5.84 6.01 6.01 -1664 Feb. 17, 1947 
Controlled 5.62 5.62 5.67 5.67 1764 Do. 
ee ee ee -00 1.00 1.00 1.00 1.0000 Feb. 15, 1947 
-Central bank (Official) 13.77 14.66 15.04 5 15.04 -0665 Jan. 31, 1947 
SOMCIAN  -.: Se. eee x 04 2.04 2.04 2.04 4902 Feb. 15, 1947 
86 4.86 4.86 4.86 -2058 Do. 
00 5.00 5.00 5.00 -2000 Do. 
62 5.49 5.26 5.25 -1905 Jan. 31, 1947 
2 3.12 3.12 3.12 -3205 Feb. 20, 1947 
g 3.25 3.12 3.12 3205 10. 
6.50 6.50 6.50 6.50 1538 Feb. 15, 1947 
2.50 2.50 2.50 2.50 4000 Do. 
é 1.90 1.90 1.90 5263 Do. 
1.90 1.90 90 5263 Do. 
Other purposes® . 1.785 1.785 1.785 5602 Do. 
Venezuela ........ 70) 1h te oe OE Controlled .....-...--. 3.35 3.35 3.35 2985 Mar. 4, 1947 
Sree eS eee eta eee 3.35 3.35 3.35 2985 Do. 


1 Under law of Oct. 6. 1942, the cruzeiro became the unit of currency, replacing the milreis. Since November, 1942, exchange 
quotations have been in terms of cruzeiros and centavos to the dollar. 

2 Official market rate abolished July 22, 1946. The selling rate in the free market. which was reduced to 19.53 cruzeiros per 
dollar on the same date, was further reduced on July 30, 1946, to 18.96 cruzeiros per dollar as the result of a decree-law, published July 
27. 1946, eliminating the 3 percent tax on exchange sales imposed by decree-law No. 9025 of Feb. 27, 1946, which tax had been 
included in the free market selling rate since Feb. 28, 1946. On Aug. 19, 1946. the selling rate in the free market was again reduced, 
this time to 18.72 cruzeiros per dollar. 

3 Special free market abolished by decree-law No. 9025, effective Feb. 28. 1946. 

4 Disponibilidades propias (private funds). 

5 A decree of Nov. 18, 1944, fixed basic central bank buying and selling rates at 13.40 and 13.50 sucres to the dollar, respec- 
tively, but the imposition at the same time of a 2 percent charge on all exchange transactions resulted in effective buying and selling 
rates of 13.132 and 13.77. Beginning Feb. 16, 1946, an additional tax of 2 percent was imposed on exchange sales, thus causing an 
increase in the effective selling rate for dollars from 13.77 to 14.04. On May 6. 1946. an additional tax of 1 sucre per dollar was 
imposed on most exchange sales. causing an increase in the effective selling rate for dollars from 14.04 to 15.04. 

® New currency unit instituted as of Nov. 8, 1943. 

7 Established Dec. 4, 1945. 

8 In effect since July 25, 1944. 

* Colombia, curb market rate for December; Argentina, free market rate or December. 


** Colombia, January-August average. 
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It is a surprising fact that the Hongkong 
-nd Shanghai Banking Corp., with branches 
spread all over the Far East, has so far not 
yet established a branch in Macao although 
it is obvious that business in Macao would 
justify the opening of a foreign bank’s office 
there. 


Much Macao trade has been financed by 
banks in Hongkong, particularly with countries 
of the sterling area and the U.S. Only recently 
have some Macao merchants realised the op- 
portunities which exist for exporters of Macao 
products or Chinese produce; by negotiating 
their bills through the B.N.U. or any other 
banking firm in Macao much needed foreign 
exchange would be made available. Import 
requirements are considerable and many Macao 
merchants are anxious to import directly from 
U.S. but there is very little official exchange 
available at the B.N.U. Macao’s industries are 
manufacturing, among many other products, 
firecrackers and matches, then there are fair 
quantities of tung oil, bristles and minerals 
coming in from China which always find a ready 
market abroad. Recent contacts made by Por- 
re eae merchants with buyers in New York, 
India etc. have already led to business and 
consequently to the acquisition of sizeable 
amounts of foreign exchange by the B.N.U. 


The Portuguese authorities in Macao have 
now come to realise the importance of engaging 
directly in foreign trade and the B.N.U. is lend- 
es more assistance to merchants both by 
reducing the margin previously required when 
opening letters of credit, and by allotting 
foreign exchange as soon as such is coming 
in, 


Indochina Piastre (L.C.$) 


Official prewar and current exchange 
tates of the currency of French Indochina 
will be found on this page. 


Philippine National Bank, Manila 


Net profits for 1946 Philippine Pesos 
3,321,641 (abt. eight times greater than 1945 
profits of Pesos 453,859). Bank’s resources: 
cash on hand P.185 million, loans and dis- 
counts P.124 million, deposits P.318 million. 
Business done in financing of foreign trade 
exceeded half a billion pesos in 1946. 


Board of Directors: Messrs. R. Ozaeta 
(Chairman), E. Abello (Vice-chairman), E. 
Reyes, V. Villanueva, G. Guevara, M. Roxas, 
G. Puyat, B. Meer. 


Philippine National Income & Production 
Values 


The national income of the Philippines 
in 1946 amounted to Pesos 3,348 million (in 
1938 P.1,802 million). Production of goods 
in 1946 valued P.1,204 million (in 1938: P.553 
million). Salaries and wages paid by the 
Govt. in 1946: P.68.5 million (1938: 45.2 
million). Salaries and wages in private 
enterprises P.680 million (1938: 357 million). 


Agricultural production valued P.1,204 
million, against in 1938 P.282 million. 
Mineral production was valued P.5.2 million 
(only cement and coal) against P.47.6 million 
in 1938; the 1941 mineral production value 
was even larger when gold exports valued 
alone P.95 million (which was more than the 
value of any other commodity, incl. sugar). 
The value of manufacturing industries’ 
output in 1946 was estimated at P.132 million, 
against P.167 million in 1938. 


Bank of England Returns 


For the week ending April 9: (in thou- 
sands of £): 


Notes in circulation £1,402,890; Public 
Deposits 9,460; Private Deposits 391,808; 
Government Securities 335,931; Other Securi- 
ties 35,010; Receipts 48,039; Bank Ratio 
11.9%. 


Bank of France Returns 


For the week ending April 3rd: 
millions of French francs): 


Total “Gold Holdings 82,816; Total of 
other securities 648; Bills discounted in 
France and Abroad 83,075; Notes in Circula- 
tion 764,621; Current Accounts and Deposits 


1,65 


U.S. Federal Reserve System Returns 


For the week ending April 9th: US$28,250 
million money in circulation; Gold reserves 
$20,497 million; excess reserves $830 million; 
holdings of governments securities $22,276 
million; Commercial, industrial and agricul- 
tural loans $11,171 million. 
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Economic Developments in French Indochina 
During 1946 


Trade developments in Indochina (or accord- 
ing to the official designation: Indochinese 
Federation) were reviewed in our March 19 issue, 
pp. 150-152. Trade returns were only available for 
the port of Saigon (Cochinchina) and the two con- 
stituent countries of the Federation : Cambogia 
and Laos. Saigon exported during the year of 1946 
a total of 247,700 tons of goods valued at French 
francs 10.7 billion, and imported during 1946 143.200 
tons valued at French frs 4,838,000,000, 


Leading importing countries in 1946 were: 
France (15,500 tons, frs 1,825 million), U.S. 
53,000 t, frs 1,137 million), British India (26,300 
t, frs 635 million), Hongkong (5,400 t, frs 497 
million), Italy, Netherlands Indies, Philippines ; 
China shipped only 1,000 tons of goods valued frs 
76 million. 


Leading buying countries where exports from 
Saigon in 1946 were shipped were: France (95,500 
tons, valued frs 5,766 million), U.S. (62,200 t, frs 
3,399 millions), Singapore (25,900 tons, frs 490 
million), Hongkong (13,700 t, frs 318 million), 
China (20,700 t, frs 243 million), and the French 
Colonies in Africa, the Pacific, French India; as 
well as Netherlands, Netherlands Indies, British 
India. 


Motorears & Trucks 


Cars and trucks from the United States are 
currently being imported into French Indochina 
under a 1947 quota of 500 cars and 300 trucks. This 
follows closely the recent reduction in Indochina’s 
import duties on cars from 50 to 25 percent, and 
on trucks from 50 to 15 percent, ad valorem. 


Industrial Productions in Cochinchina and 


Tonkin 
COCHINCHINA: Unit 1938 1946 
Alcohol 220.000 27.836 
Beer .. 48.162 
Sugar . 11.776 5.081 
Salt 862 14.735 
Tobacco . 3.339 771 
Soap 72 1.267 
Oxygen 70.565 
Acetylene ...... ” 29.449 
TONKIN : 
Coal . 2,335.000 261.696 
Cement 266.000 32.524 


(Cement production in 1946 only for first 9 
months). 


T.T. Quotations of the LC. $ (Piastre) at Saigon (as at Dec. 31, 1946): 


PARITIES . SELLING BUYING 
Frs met. 17 = aS 1 IC $. =  Frs met. 17,00 17,085 
3 1,70 = "2 Fr (CEA 1 IC $. = Frs CFA 10,00 10,09 
x 2 = 1Fr. CFP 11IC $. = FrsCFP 7,03 7,10 
Frs met 480,00 Rc 1£ = 36... 28,40 28,10 
U.S.$ 4,133 = 1E.£ al Ic. $. 29,10 28,80 
Frs met 119,10 = 10US$. 1US. $. = IC. $. 7,05 6,9 
Ff 108,035 = 1 Can. $. 1 Can. $ = 1C. $. 7,05 6,95 
ie 27,635 = 1 Fr. Swiss 100 Frs Sw. = IC. $. 164,00 161,00 
‘ 2,7175 = 1Fr. Belgium 100 Frs Bel = IC. $. 16,05 15,90 
= 28,405 = 1C. Sweden 100 C. Swed. = IC. $. 197,00 194,00 
U.S. $ 0,37695 = 1 Florin 100 Florin =) ECs. $- 266,00 262,00 
Lis Is: 3d a8 ig : OE 100 HK. $. = IC. $. 179,00 173,00 
£< 109 2s: 4d = 1 Bir. $ 100 Str. $. = IC. $. 335,00 328,00 
eS 1s: 6d = 1 Rupee 100 Rupies = IC. $. 214,00 209,00 
U.S. $ 0,50 = 1 Peso 100 Pesos = IC. $. 351,00 345,00 
£ 1 = 40 Baht 100 Baht = Ic. $. 72,00 69,20 
Notes: Frs met. = the franc of France. 
CFA = the franc of French Africa. 
CFP = the franc of French Pacific 
Colonies & possessions. 
Exchange Rates of the Indochina Piastre (C.L$) 
(Annual average quotations at Saigon) 
(Selling rates in I.C. $ or Piastres) 
100 Nether. 
French Str. $ E.I. Indian 
Year fres. U.S. $1 £1 HK$ 100 Yen 100 100 Guilder 100 Rs. 100 
1940 10,00 441 17,74 108 111 209 237 13 
1941 10,00 4,40 17,74 110 103 209 235 — 
1946 5,88 7,04 28,36 178 — 34 266 213 
Rubber Production in Indochina The Budgets of Indochina 
Year Metric tons For the years 1939 to 1947 in thousands of 
1939 66.557 Piastres (I.C. $). 
1940 72.245 
1941 76.069 Revenues Expenditures Balance 
1942 75.178 115.255 113.603 + 1.652 
4 eS 119.140 129.325 «= — 10.185 
1945 12.000* 148.825 131.035 + 17.790 
NORG Fin re eka inten ae Re O00 184.245 151.723 + 32.522 
213. 176.458 37.466 
Rice Production in Cochinchina ENT conte te Nie 
194243: 2,303,000 hectacres produced 3,179,300 5 = 
: 257.924 299.702 41.778 
tons of paddy (yield 1.4 tons per ha). 40.000 
T946—47 : 1,489,000 hectacres produced 1,678,900 253.061 295.061 a. oe 
tons of paddy (yield 1.1 tons per ha). 681.212 681.212 — 
SHIPPING RETURNS OF SAIGON 
ARRIVALS DEPARTURES TOTAL 
Tonnage Tonnage Tonnage 
Years No. (in thousands) No. (in thousands) No. (in thousands) 
1938 947 4.008 882 3.612 1.829 7.620 
1939 1.250 4.973 1.213 4.593 2.463 9.566 
1940 954 2.976 939 2.831 1.893 5.807 
1941 705 1,889 691 1.791 1.396 3.680 
1942 1.007 2.970 1.023 3.017 2.030 5.987 
1943 576 1,534 575 1.540 1.151 3.074 
1944 267 786 277 775 544 1.561 
1945 115 400 102 3A 217 TSA 
1946 475 1.587 475 1.617 950 3,204 
By Countries for 1946 
Tonnage Tonnage 
ARRIVALS : No. (in thousands) DEPARTURES: No. (in thousands) 
93 “ 90 352,5. 
182 537,0 184 540.9 
23 97,7 26 109,7 
177 609,4 175 613,8 
RBoball «-ouiveuccoeaqes tacts 475 1,586,9 475 1,616,9 
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U.S. Financial Assistance in World 
Reconstruction 
UNRBRA, Civilian Supplies, Lend-Lease, Surplus 


Disposal, Loans to China, Asia & 
European Countries 


By NavsantgL WEYL 


(U.S. Dept. of Commerce, 


Magnitude and Mechanisms 


The types of assistance discussed below 
are: (a) the United States contribution to 
UNRRA, (6) civilian supplies transferred by 
the War Department or other governmental 
agencies to liberated populations and to the 
populations of areas under military occupation, 
(c) credits under section 3(c) of the Lend- 
Lease Act, (d) transfers of surplus property 
located abroad, (e) direct Congressional grants 
and credits, and (/) loan authorizations of the 
Export-Import Bank, 


The above list is not complete. It excludes 
advances against commodity purchases, mort- 
gage sales of merchant vessels, and a few 
other mechanisms of minor quantitative import- 
ance, the inclusion of which would have added 
somewhat to the intricacy of the presentation 
without materially affecting the over-all picture. 


The trend in reconstruction assistance does 
not provide a basis for forecasting the move- 
ment of United States exports. One of the 
most obvious reasons for this is that exports 
are financed by imports, invisibles, sales of 
gold, liquidation of securities, movements of 
private capital, and the like, all of which lie 
outside the scope of the present article. In 
addition, American assistance in economic re- 
construction is not necessarily reflected in 
simultaneous exports of the United States 
roducts. Sales by the Office of the Foreign 

iquidation Commissioner, which form a very 
large portion of total American aid to Europe 
and Asia, represent transfers of surplus pro- 
perty,: most of which was located overseas as 
of the end of the war. Similarly, a larg 
portion of the credits under the Lend-Lease Act 
represents transfer of goods located abroad and 
was therefore reflected in the export statistics 
of previous periods, The UNRRA figures 
measure the United States dollar contribution 
and exceed American UNRRA exports to the 
extent that the United States contribution was 
used to purchase goods and services abroad or 
used to finance ocean transportation, insurance, 
and other services. Loan disbursements are 
not equivalent to shipments, though they tend 
to approximate them, and include unknown 
allowances for payment of freight and insurance. 
For all these reasons, the statistics presented 
herein cannot be equated to export statistics. 


The present article attempts to measure 
postwar assistance by the United States Govern- 
ment to war-devastated countries. In doing 
this, certain criteria and assumptions had to be 
chosen which may be challenged by others as 
arbitrary or unwise. It was assumed that 
military said—meaning, by this, military-type 
goods whether they have secondary civilian uses 
er not—should be excluded from any tabulation 
of reconstruction assistance. It was assumed 
that surplus-property transfers could be more 
appropriately valued at sales price than at 
original cost in view of the fact that they are, 
in many cases, badly deteriorated and unsuit- 
able for civilian purposes. It was assumed 
that gifts or credits can be termed assistance 
whereas cash sales for dollars, even at low 
prices, cannot be so designated. Various 
devices, such as sale of surplus property in 
return for real estate, local currency, payments 
into a special fund for cultural and educational 
purposes, and the like, are considered as types 
of United States assistance. It was assumed 
that the transfer of United States property in 
return for cancellation of claims which foreign 
governments hold against the United States 
could be considered as American aid where the 
claims might equally well have been offset 
against wartime lend-lease assistance provided 
by this country. Finally, an arbitrary geogra- 
phie line had to be drawn in determining which 
types of assistance are for reconstruction pur- 
poses. In general, assistance to countries 
which suffered material war damages, including 
Germany, Japan, and Italy, was placed in the 
reconstruction-aid category. 


Office of International Trade) 


The UNRRA Program 


The major factor to date in providing a 
flow of relief-and-rehabilitation aid to war- 
devastated nations in Europe and Asia has been 
the UNRRA program. The total UNRRA 
program, measured by authorizations as of 
November 30, is $3,693,000,000. The United 
States contribution to UNRRA is $2,700,000,000. 


The largest part of the UNRRA program 
was made available in the present calendar 
year, and it is estimated that only $500,000,000 
of UNRRA supplies and services to be financed 
from the United States contribution will remain 
for 1947 shipment. Obviously, consumer goods 
for the immediate relief of hunger and want 
were delivered more promptly and on a larger 
scale than the equipment and raw materials 
needed to restore agriculture and industry 
abroad to more normal operations. Thus, as 
of June 30, 1946, 70 percent of the food and 
clothing program of UNRRA had been shipped, 
as compared with 36 percent of the agricultural 
and 39 percent of the industrial-rehabilitation 
program. The shipment ratio for the entire 
program was 41 percent. It should be noted 
that a larger proportion of the Chinese program 
than of the European program still awaits com- 
pletion in consequence of the delay in commen- 
cing UNRRA operations in the Orient and the 
unsettled conditions which prevail there. 


The geographic concentration of UNRRA 
program expenditure differs markedly from that 
which characterizes other types of assistance 
largely financed with American funds. Of the 
estimated total UNRRA program, approximate- 
ly half is for Eastern Europe, about a third 
for Italy, Greece, and Austria, and most of the 
remainder for China. The current country 
break-down of the UNRRA program—which 
may, however, be changed to place greater 
emphasis on those countries where food short- 
ages are most acute—reveals this clearly. The 
table below shows the United States contribu- 
tion to the UNRRA program, broken down by 
countries according to the distribution of the 
total program as of September 30, 1946. 


Estimated 

U. 8. Con- 

tribution 
Recipient country to UNRRA 
(in millions 

of dollars) 
PV) lair RENEE eS oMREERE EES So -oEE 485 
Poland 440 
Yugoslavia 390 
Italy 385 
Greece .... 330 
Czechoslovakia .. ae 250 
U. S. 8. R. (Byelorussia and Ukraine 230 
fT 1 tind aE Se Ra RL A a 110 
I sash cca: senescent 25 
Other programs: (cice)atibecn. cts Hemel 55 
Pata WD. «panes ceore cae eeeeas 2,700 


Obviously, the above estimates may prove 
incorrect to the extent that the final program 
is changed, to the extent that the United States 
contribution is geographically distributed in a 
manner different than total UNRRA resources, 
and by reason of differences in transportation 
and other service costs for the various country 
programs. 


Civilian Aid 


It is estimated that approximately $750,- 
000,000 in civilian supplies was made available 
to liberated and occupied areas by the War and 
Navy Departments between July 1, 1945, and 
September 30, 1946. Of this total, $181,000,000 
represents Plan A assistance to Europe, which 
cannot be segregated by recipient countries. 
Of the balance, it is estimated that $200,000,000 
went to Germany, $120,000,000 to Italy, and 
$50,000,000 to Austria, yielding a total for 
Europe of approximately $550,000,000. | Japan 
received an estimated $150,000,000 and other 


Asiatic areas $50,000,000. Civilian aid was 
concentrated during the remainder of the calen- 
dar year in Germany and Japan and probably 
amounted to an additional $200,000,000 to 
$250,000,000. 


Lend-Lease After VJ-Day 


Between VJ-day and September 30, 1946, 
the United States furnished foreign nations 
with $2,113,000,000 of goods and services under 
the Lend-Lease Act. Of this global total, 
civilian-type goods accounted for $1,036,000,000, 
military-type goods for $665,000,000, and ser- 
vices and expenses for $412,000,000. The 
immense flow of civilian. and military products 
has been largely completed except for an 
estimated $50,000,000 of undelivered commit- 
ments under pipe-line credits. 


Of the total lend-lease assistance during 
this period, China received $695,000,000, the 
British Empire $442,000,000, the French Empire 
$392,000,000, the U. 8. S. R. $239,000,000, the 
Netherlands Empire $67,000,000, and Belgium 
$68,000,000, leaving a balance of approximately 
$211,000,000, most of which is not reported as 
to country of destination. 


Almost half of the post-VJ-day lend-lease 
program comprised ‘‘agricultural, industrial, 
and other commodities,’’ which are clearly of 
a civilian character. The bulk of these civilian- 
type goods were financed under the so-called 3 
(c) lend-lease credits or efse under special 
war-settlement credits. Both devices involved 
long-term loans, maturities of 30 to 55 years, 
and interest rates of 2 to 23 percent. Lend- 
lease civilian-type goods with an aggregate 
value of $1,161,000,000 were in the pipe line 
on VJ-day for reconstruction countries. They 
are being transferred on the above terms or 
else have been offset against United States 
obligations to the recipient foreign countries. 
The lend-lease pipe line consigned to war- 
devastated countries was as follows on June 30: 


{In millions of dollars] 


Original Shipped 
VJ-day as of June 
pipe line 30, 1946 


Country 


France and possessions ... 400 330 
British Commonwealth 350 310 
U.S.S.R 244 145 
Ching) 50, <3 48 44 
Netherlands Emp 63 50 
Belgian Empire ............... 56 55 

Potal \ ete. eos nop 1,161 934 


The remaining half of the post-VJ-day 
lend-lease program comprises some $665,000,000 
of military-type goods, most of which, however, 
also have civilian uses, and $412,000,000 of 
services and expenses. The above includes 
some $617,000,000 of straight lend-lease which 
had been transferred to China on a non- 
reimbursable basis as of June 30, 1946. 


Since it is impossible to determine the 
extent to which military-type goods may con- 
tribute to economic reconstruction, it has been 
assumed that the best available measure of aid 
for such purposes is the total of credits 
extended to war-devastated countries for the 
purchase of goods in the pipe line as of VJ-day, 
amounting to $1,161,000,000. The table below 
shows lend-lease transfers between VJ-day and 
the end of the third quarter, by major cate- 
gories. 


Lend-Lease Aid From VJ-Day Through 
Sept. 30, 1946, by Major Product Groups 
and Principal Recipients 


{Im millions of dollars] 


Civil- Mili-  Ser- 
jian- tary- vices 
Recipient country Total type type and ex- 
goods goods penses 
CHS cxcias sions 694 35 365 394 
British Empire ... 442 323 108 ll 
French Empire ... 392 308 84 — 
1 PO SE Ro ae 239 195 37 7 
Netherlands 
Mmpire: ..scicescas 67 37 30 — 
Belgium «.2.:/1-::.- 68 51 17 _— 
Other, and not 
specified ......... 211 87 124 _— 
Dota sce 2,113 1,036 665 412 


The British Empire, the French Empire, 
and the U. S. S. R. account jointly for more 
than 80 percent of all civilian-type goods trans- 
ferred subsequent to VJ-day. China, which 
was the largest single recipient of lend-lease 
aid after the termination of hostilities, account- 
ed for only about 3 percent of civilian-type 
goods transferred. 


1947 


Sales of Surplus Property 


_One of the chief instruments of American 
assistance to Europe and Asia has been the 
transfer of vast stock piles of surplus property 
located overseas, primarily through bulk sales 
arrangements. The disposal of these surpluses 
has saved the American taxpayer large sums 
and permitted the release of troops engaged in 
guarding and handling the stock piles. As of 
December 31, 1946, the Office of the Foreign 
Liquidation Commissioner had sold or trans- 
ferred approximately $6,900,000,000 of surplus 
property, valued in terms of its original cost. 
An additional $460,000,000 had been abandoned 
or donated to charitable institutions. There 
remained approximately $3,000,000,000 of pre- 
perty overseas which is yet to be declared 
surplus. Of the unsold residue of property 
now in surplus and to be declared surplus in 
eae as much as $2,000,000,000 may prove 

e. 


Thus property with an original cost of 
$6,900,000,000 has already been sold or trans- 
ferred, and, with the completion of the program, 
about $9,000,000,000 of surplus may have been 
sold or transferred. These, however, measure 
the surplus-property inventories in terms of 
their original cost to the United States Govern- 
ment and take no account of the fact that much 
of this inventory is battle-worn, badly deter- 
iorated, or else generally unsuitable for peace- 
time uses. The amounts realized by the Office 
of the Foreign Liquidation Commissioner on 
sales are perhaps a better indication of the 
current worth of the material transferred. 
However, where bulk sales were made in con- 
nection with over-all war settlement arrange- 
ments, realization may be an _ inadequate 
reflection of the present value of the property 
transferred. 


Bulk sales arrangements for liquidation of 
surplus property inventories contain a variety 
of mechanisms for obtaining payment. Of a 
total return to the United States in excess of 
$1,700,000,000, some $957,000,000 represents 
the pr from bulk-sales arrangements, 
including the cancellation of $32,000,000 obli- 
gated by the United States to redeem guerrilla 
currency in the Philippines, the release of the 
United States from a $120,000,000 obligation 
to China, the adjustment of $39,000,000 of 
post-VJ-day Army expenses in India, and the 
assumption by Belgium of claims amounting to 
$5,000,000 against this country. 


Of the total realization on all surplus 
property sales, some 25 percent is in dollars 
or cancellation of dollar claims, whereas 56 
percent represents credits extended to foreign 
governments. The remainder comprises funds 
earmarked for acquisition of Embassies and 
Consulates abroad, and the $100,000,000 surplus 
property grant provided for in the Philippine 
Rehabilitation Act. 


Transport equipment and machinery for the 
reconstruction of cities, harbors, railroads, and 
highways were among the most important items 
transferred to war-devastated countries. In 
addition, large quantities of clothing, foodstuffs, 
medical supplies, chemicals, and iron and steel 
products were turned over for immediate use 
by the civilian populations. 

Surplus property bulk sales by the Office of 
the Foreign Liquidation Commissioner through 
December 31, 1946, can be partially summarized 
as follows: 

Bulk Sales by Office of the Foreign Liquidation 
Commissioner to War-Devastated Countries 
Through Dec. 31, 1946, by Major Recipients. 


{Im millions of dollars] 


Recipient country cost 
PeanGe iS Ta ee 1,398 300 
China .... 837 175 
Philippines . 638 137 
eT eee 565 160 
United Kingdom 588 60 
Bol gia chic vans ecrcevenetaveess 380 54 
Subtotal ... 4,406 886 
Other major bulk 608 71 
i Ve) 7S RENE eRe ereme ey et 5,014 957 
In addition, the Office of the Foreign 


Liquidation Commissioner extended $316,000,000, 
of credits to war-devastated countries for pur- 
chase of surplus, which were not advanced in 
connection with bulk-sales arrangements. Of 
these credits, $100,000,000 was extended to the 
Netherlands Indies, $50,000,000 to Poland, 
$50,000,000 to Czechoslovakia, $45,000,000 to 
Greece, $20,000,000 to the Netherlands, $15,- 
000,000 to Finland, $15,000,000 to Hungary, 
$10,000,000 to Austria, $10,000,000 to Norway, 
and $1,000,000 to Ethiopia. More than 70 
percent of all O. F. L. C. credits had been 
authorized by the end of the calendar year. 
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The total credit authorizations and bulk 
sales arrangements to foreign countries which 
suffered extensive devastation is approximately 
$1,202,000,000. Of this amount, $659,000,000 
was made available to Western Europe, 
$412,000,000 to Asia, $130,000,000.to Eastern 
Europe, and $1,000,000 to Africa. © 


Most of the surplus property covered by 
bulk-sales arrangements is located in the terri- 
tories of the purchasers. For this reason, the 
actual transfer of property can proceed either 
simultaneously with, or shortly after, the con- 
clusion of the appropriate surplus-property 
agreement. The exceptions to this rule are: 
(a) Contracts covering the transfer of property 
to be declared surplus in future or property 
which must first be inventoried, and (b) the 
Chinese bulk sale which covers properties most 
of which are scattered among the Pacific Islands 
and hence cannot be used by China until 
engineering services are contracted for and 
shipment to the Asiatic mainland is arranged. 


Congressional Assistance 


Congressional credits and grants for re- 
habilitation and reconstruction comprise the 
$3,750,000,000 cash line of credit to the United 
Kingdom and the $520,000,000 of rehabilitation 
grants to the Philippines. In addition, the 
Congress authorized an R. F. ©. loan to the 
Philippine Republic not to exceed $75,000,000. 
By the end of the calendar year, some $600,- 
000,000 of the British credit had been utilized 
and substantial disbursement of these funds 
may be anticipated in 1947. As far as the 
Philippines are concerned, the grants are prin- 
cipally to compensate the Filipinos of war 
damage. Investigation of these claims will 
necessarily be a time-consuming process and it 
is not anticipated that a substantial flow of 
funds will occur until 1948. 


“Ex-Im’’ Bank Authorizations 


_ The Export-Import Bank made loan com- 
mitments to countries which suffered war 
devastation in the amount of $2,042,000,000 
between VE-day and September 30, 1946. Some 
$614,000,000 was outstanding or undisbursed 
from nonreconstruction credits on the latter 
date and the Bank had unused lending authority 
in the amount of $860,000,000. 


Of the $2,042,000,000 of reconstruction loan 
commitments made after the end of the war 
in Europe, more than half, or $1,200,000,000, 
represented credits to France. The Netherlands 
received $300,000,000 and the Netherlands 
Indies $100,000,000. Belgium received $100,- 
000,000, leaving a balance of $342,000,000 of 
reconstruction credit authorizations which was 
distributed among seven European countries, 
China, Ethiopia, and a European cotton credit 
account. The breakdown of reconstruction 
credit authorizations by major geographical 
areas was: Western Europe $1,730,000,000; 
Eastern Europe $102,000,000 ; Asia $167 ,000,000 ; 
unspecified European recipients $40,000,000, and 
Africa $3,000,000. 


Summary 

During the period from VJ-day to the end 
of 1946, it is estimated that the United States 
assisted reconstruction abroad, through commo- 
dity transfers, on a credit or unilateral basis 
in the amount of $5,350,000,000. Of this total, 
UNRRA accounted for $2,200,000,000, lend- 
lease credits for $1,100,000,000, Office of the 
Foreign Liquidation Commissioner for $1,100,- 
000,000 and Civilian Aid for $950,000,000. In 
addition, disbursements against reconstruction 
credits amounted to $1,500,000,000, of which 
the Export-Import Bank accounted for $900,- 
‘000,000 and the United Kingdom credit for 
$600,000,000. 


There is every reason to believe that com- 
modity transfers will be severely curtailed in 
1947, whereas disbursements against cash 
credits will be increased. It is estimated that 
assistance through commodity transfers will be 
approximately $1,800,000,000. Of this, UNRRA 
will account for about $500,000,000, Office of 
the Foreign Liquidation Commissioner for 
approximately $500,000,000, and lend-lease cre- 
dit for about $50,000,000. It is tentatively 
assumed that Civilian Aid will amount to 
$750,000,000. Disbursements against cash 
grants and credits will in all probability be 
considerably larger. It is estimated that dis- 
bursements from Export-Import Bank Loans 
and the United Kingdom and Philippine credits 
will amount to approximately $2,500,000,000. 
An additional $1,000,000,000 may be made 
available and utilized from reconstruction grants 
and International Bank Loans. 


In terms of these highly tentative esti- 
mates, commodity transfer assistance will 
decrease from $5.350,000,000 to $1,800,000,000, 
or by $3,550,000,000, whereas disbursements 
against reconstruction credits and grants will 
rise from $1,500,000.000 to $3,500,000,000, or 
by $2,000,000,000. This net decline of $1,500,- 
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000,000 will not necessarily represent a decreased 
impetus to American exports, inasmuch as the 
earlier period covers more than 16 months and 
the latter only 12 months. Moreover, the 
$550,000,000 estimated decrease in Office of the 
Foreign Liquidation Commissioner transfers and 
Civilian Aid will not be reflected in export 
statistics. If the above estimates are even 
approximately correct, the stimulus to Ameri- 
can commercial exports should be larger in 
1947 than in the previous period, as the major 
declines in reconstruction aid will occur in 
UNRRA, Office of the Foreign Liquidation Com- 
missioner, and lend-lease transfers. 


The Chartered Bank of 
India, Australia 
& China 


The profit for the year ended December 
31, 1946 amounted to £378,632 which, plus 
the 1945 balance of £383,635, enabled the 
Bank to pay a total dividend of 10 percent 
as will be seen from Profit & Loss Account 
below. An interim dividend of 34% was paid 
on Oct. 2, 1946, consuming £57,750, and a 
further dividend of 64% (£107,250) was 
proposed to be paid at the:93 rd ordinary 
general meeting of the Bank which was held 
in London on March 26, 1947. All dividends 
are shown in the Accounts after deduction 
of Income Tax (9/- in the £). The return 
to an annual dividend level of 10% is now 
assured. 


The Balance Sheet shows an increase of 
£28,128,960 over the previous year. Current 
and other accounts are up £2,167,752; cash 
and Government securities up respectively 
£5,743,431 and £7,026,856; and advances wu! 
£11,040,066. The liquid position of the Ban 
has been well maintained. Financing of 
world trade with countries of the Far East 
has markedly expanded. 


The Chartered Bank, with head office in 
London, maintains 45 branch offices (India, 
British Malaya, British North Borneo, Philip- 
pines, N.E.I., Ceylon, Burma, French Indo- 
china, Japan, U.S., Hongkong, China). The 
Chairman of the Board of Directors is Mr. 
V. A. Grantham, and the 8 Directors are 
Lord Colgrain, Sir Henry Macnaghten, 
Messrs. M. M. S. Gubbay, A. O. Lang, J. L. 
Milne, A. A. Willis and J. B. Young. The 
Chief Manager in London is Mr. W. R. 
Cockburn. The Hongkong branch manager 
is Mr. D. J. Gilmore. 


Balance Sheet, 31st Deceraber, 1946 


(The Figures of certain Branches 
previously Enemy-occupied which. have not 
been re-opened, are taken from the latest 
Returns received). 


LIABILITIES 
= s. d. 
Capital, Stock, Authorised 
Se ee: nn Eee 3,000,000 0 0 
(There is under the 
Charter a reserve 
liability of the Stock- 
holders equal to the 
amount of Stock 
issued). 
Reserve Fund 3,000,000 0 0 
Notes in Circulati 2,432,748 5 7 


and 
change Adjustments 
Fixed Deposits ..... 


Contingencies 
96,035,721 15 10 
7,644,029 1 3 
1,721,540 19 7 


Bills Payable 


Acceptances, including Under- 
on 


takings to accept, 
Account of Customers 
Loans Payable 
Profit and Loss Account 


2,961,311 18 5 
675,000 0 0 
704,518 5 4 


NOTES :— 


(1) There are contingent lisbilities 
on Bills re-discounted, £1,677,801 
8s. 8d. (of which £1,186,867 8s. 
lid. has run off at 10th March, 
1917) and commitments in respect 
of Confirmed Credite, Guarantees 
and Forward Exchange Contracts. 

(2) Currency Agrets and Liabilities 

have been converted af the fol- 
lowing rates:—Rupee 1s. 
Straits Dollar 28. 
2c. Od., Tical 6d., 
Piostre 8d., Hongkong Dollar 1s. 
3d., Chinese Dollar 12,500 to 2, 
Philippine Peso 2e. 6d., Yen 1s. 
3d., and United States Dollar 
Se, Od, 


£118,174,870 6 0 
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ASSETS 
= Ss. d. 
Cash in Hand and at Bankers 19,723,243 6 0 
Government and Other 
GCULILIES “urea eeise cer eer ts 56,135,009 0 8 


Hongkong Government Certi- 
ficates of Indebtedness for 
Surrendered Coin and Cash 
Lodged against Note 
Issue ......... £1,666,206 18 9 

Securities 
Lodged 
against 
Note Issue . 


Allahabad Bank Ltd.—37,648 
Ordinary Shares of Rs. 100 
each, of which 14,665 are 
fully paid and 22,983 are 
paid up to the extent of Rs. 
50 per share, at cost 

Bills of Exchange, including 
Foreign Treasury Bills 

Advances to Customers and 
Other Accounts 

Liability of Customers for 


913,549 80 2,579,756 6 9 


747,705 110 
3,136,334 10 3 
29,506,760 18 0 


Accecptances, including 
Undertakings to accept, per 
(Olay stn gfe gee Moen Pra og 2,961,31118 5 


Bank Premises and Furniture 
at the “Head Office and 


Branches 1,599,138 16 10 


Balance of Remittances, 
Drafts, etc. in Transit 
between Head Office, 


Branches and Agencies ... 


£118,174,870 6 0 


1,785,610 7 3 


Profit and Loss Account, for the Year ended 
31st December, 1946 : r 
s. d. 


Interim Dividend at 30th June, 
1946, less Income Tax at 9/- 
in the £ 

Balance proposed to be dealt 
with as follows:— 

Dividend at 3lst 
Dec., 1946, less 
Income Tax at 
9/-.in the £ ... 

Officers’ Pension 
Fund .... 

Widows’ 
Orphans’ 


57,750 0 0 


£107,250 00 
100,000 00 


Fund 
Bank Premises 
Carried forward to 


10,000 00 
100,000 0 0 


Profit 
New Account .. 


and Loss 
. 387,26854 
ite ag ter § 


£762,268 5 4 


oe Suid. 
383,635 13 0 


Balance brought forward from 
3lst December, 1945 
Profits after providing for Bad 
and Doubtful Debts, Taxa- 
tion and Contingencies, in- 
cluding results between the 
date of the last certified re- 
turns received and 31st Dec., 
1946, of Branches re-opened 
during 1946, so far as can at 
present be ascertained, but 
subject to unascertained re- 
sults of Branches not re- 
opened at 3lst December, 
TOSG Seki oc Stee cc cne nce eene 


378,632 12 4 
£762,268 5 4 


Rubber Plantation Companies 


In our issue of March 26 (pp. 162/3) the reports of 8 rubber 
plantation companies, for which the firm of A. R. Burkill & Sons, 
Ltd. act as general managers and/or secretaries, were published. 
With the report of the Shanghai Kedah as below, all Burkill rubber 
plantation companies’ reports have been completed. 


THE SHANGHAII KEDAH PLANTATIONS, LTD. 


Acreage Statement: 
Destroyed during 


1941 Occupation 
Paya River- Paya River- 
Kamunting side Kamunting side 
Mature 9164.ac. 609 ac. = _ 
Immature 4143-5, .. 106.5) 17ac. 37 ac. 
1,331 ac. 715 ac. 1l7ac. 37 ac. 
Cut out = = 
Building Sites 
& Reserves, 
ete. 1634 ,. ties 
1.4944 ac. 742 ac. 


FAR EASTERN ECONOMIC REVIEW 


HONGKONG STOCK 


At present a bill is drafted, it transpires, 
which the Attorney General will within two 
weeks put before the Government for the pur- 
pose of introducing legislation dealing with the 
removal of restrictions on the transfer of shares 
which were a consequence of the Moratorium. 
After the new Ordinance has been published, 
which will probably not take longer than an- 
other 4 or 5 weeks, trading may be expected 
to increase considerably with the attendant 
consequence of further improved quotations. 
Transactions on the share market are now rather 
cumbersome and there are many would-be in- 
vestors who still prefer to wait until the partial 
lifting of the Moratorium, as far as it affects 
stocks and shares, has been announced by 
Government. 


The turnover during the last 8 trading days 
(i.e. from April 1 to 12, excluding the Easter 
holidays of April 4—7) has been larger again 
than in previous weeks. Several large blocks 
of land, utility and dock shares changed fre- 
quently hands. The value of share sales during 
the first two weeks of April (closing April 12) 
is estimated to have exceeded HK$ 10 million. 
It appears that the present volume of trading 
will be maintained if not surpassed. 


In addition to the following 5 companies 
which have already issued or decided to issue 
new capital, viz Union Waterboat, Bank of East 
Asia, China Light & Power, H.K. Land Invest- 
ment and H.K. Dockyards, it is reported in 
the market that the Tramways, the H.K. Elec- 
tric Co. and Humphreys Estate & Finance will 
soon notify the public regarding issue of new 
shares. 


The Share Market from April 1—April 12: 


H.K. Govt. Loans remained practically 
unchanged with small sales reported. The 4 
percent quoted $107 on Mar. 31, and closed on 
April 12 $107}. The 3} percent remains at 103, 
and the 1940 34 percent loan quotes nominally 
at the same price. 


Banks: The London register of the H.K. 
Bank improved from £106 to 112, buyers; the 
local shares went up from $1710 to 1820, also 
buyers. The highest price during the period 
ending April 12 was $1830. 


Chartered Bank, ex dividend, improved 
from £11-3/4 to 11-15/16. Mercantile Bank, ex 
diy., remained at £20. 


Bank of East Asia shares quoted cum rights 
$148, and closed, ex rights, $100. This price 
appears very low considering that the Bank 
regularly paid a 7 percent dividend, and will, 
judging from the record profits and excellent 
business results achieved in 1946, certainly in- 
crease its dividend payment for 1947. 


Insurances: Canton Ins. did not move from 
a quotation of $430. Unions were slightly up 
from 715 to 725, buyers. China Underwriters, 
although stationary at $1, were not well held. 
Pes Fires also did not change, remaining at 


Shipping: Turnover in this sector is always 
very small. Douglases improved from 200 to 
2174, buyers. H.K. Steamboats declined from 
12 to 11. Since the Steamboat Co, is in virtual 
liquidation, waiting only for war damage com- 
pensation, there is no proper trading to be ex- 
pected in this stock. Indo Chinas, pref. and 


April 16 


& SHARE MARKET 


def., remained unchanged at respectively $120 
and $300. There was some business in Shells 
at s 102/6 d, 103/14, closing week at 101/3d. 


Union Waterboats have declared a dividend 
for the period ending Dec, 31, 1946 which will 
amount to $2.50. cum Rights the price improved 
from 40 to 47, Rights alone having been traded 
at $15} to 17, while shares ex Rights sold at 
25 and over. As regards Waterboat’s Rights 
see our issue of February 5, page 67. 


Docks, Wharves & Godowns: Much business 
was done in this sector and several trading days 
were dominated by developments in arves 
and Docks. Wharves improved from 172} to 
200; the company is, as everybody knows who 
has been near the wharves and godowns, doing 
a very big business and eventual profits can 
be easily predicted as very satisfactory both 
from the Directors’ and the shareholders’ point 
of view. 


H.K. Docks experienced a sensational price 
advance ; at $20, a price at which these shares 
were traded usually during several weeks past. 
and without any gusto, suddenly much demand 
was created and the price shot up to $25, 26, 
27, closing 28, buyers. Rights were changing 
hands at between $5—7, i.e. shares ex rights 
sold at approx. the same price as previously. 
There is little explanation for this abt. 40 per- 
cent increase except the rumour that H.K. 
Docks and the Shanghai Dockyards, one of the 
best equipped and largest establishments of that 
kind in the Far East, would enter into some 
sort of cooperation. The report could not be 
confirmed but many people are confident that 
eventually the two dockyards will be merged. 
As regards the ‘‘rights’’ compare our issue of 
Feb. 12, page 88. 


Providents, always a popular stock, were 
well held at 17, buyers. Shanghai Dockyards 
came to business at $10 to $13 at which price 
the Shanghai stock closed. In Shanghai, on 
April 5, the shares quoted CN$31,200 which 
corresponds to a little over HK$ 10, if one cal- 
culates at the official Central Bank of China’s 
selling price (CN$ 3,000 per HK$ 1). 


Mining: There is nothing doing in this 
sector; Raubs at about $6 to 6.30, and the 
deserted H.K. Mines at 2 cents. 


Lands & Hotels: The proposed legislation 
putting the landlord-tenant relations on a new 
basis, viz permitting the raising of rents (re- 
sidences up 30 percent, office premises up 45 
percent) encouraged a minor boom in this sec- 
tor. Large blocks changed hands almost daily 
and all shares closed buyers. Advances were 
conspicuous. H.K. Lands from 89 to 97, Hum- 
phreys from 22 to 25, Realties from 18} to 204 
and Chinese Estates from 155 to 190. 


Shanghai Land Investment shares quoted 
$4 to 44 (against a Shanghai price on Apr. 5 of 
CN$ 12,000, which is about equal to the local 
quotation). 


It is a curious fact that the 4% debentures 
of H.K. Land still quote at $105 although they 
will be redeemed soon by the company at $100, 
Such quotation makes no sense. 


Estimates for the cost of replanting the area cut out by the 
Japanese, together with 214 acres of old rubber, are being prepared, 


and approval in principle has been given to have this area replanted. 


condition. 
habitable. 


Machinery. A good deal of the factory equipment on both 
Paya Kamunting and Riverside Estates was looted, but on Paya 
Kamunting the engine, sheeting batteries and pump have been 
repaired and overhauled and are now functioning satisfactorily. 

Buildings. The Manager’s bungalow on Riverside was destroy- 
ed. and the one on Paya Kamunting was left in a very dilapidated 
The necessary repairs are being done to make them 


Labour is very short of requirements but it is hoped the 


The Estates were temporarily in charge of Mr. R. W. 
Pyne, followed by Mr. J. Davidson, but they are now in the care 
of Mr. R. G. D. McAuley who was the Manager prior to the outbreak 


The Estates are in production, and with the young 
areas in tapping, practically all of which should yield between 1,000 
to 1,250 lbs. per acre, the crop which will be harvested wil] be in 


As with all the other rubber companies also this company has 


been re-registered in Hongkong under Emergency Proclamation No. 
27 and the Registered Office is now situated in the Colony. Steps 


eek ies position will gradually improve. 
Kamunting side Manager. 

9164.ac. 609 ac. 

CES 69 .. of war. 
1,314 ac. 678 ac. General. 

17 37 : 

excess of anything harvested pre-war. 

1633 ., a ee 

1,4944 ac. 742 ac. 


Exchange. 


are being taken to have the shares quoted on the Hongkong Stock 
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H.K, & Shanghai Hotels, a very “‘hot"’ 
share here, improved from 20.80 to 22. The 
Company sold recently the Palace Hotel in 
Shanghai but was so far not able to. transfer 
the whole consideration (HK$ 54 million) to 
Hongkong due to the exchange restrictions in 
China. While most merchants and financiers 
can avail themselves of the services of the in- 
numerable native and ad hoc remittance bankers 
specialising in transfers of all currencies, a large 
and well-known firm such as the Hotels must 
abide by the exchange regulations of the Cen- 
tral Bank of China. A further delay in the 
remittance of the purchase consideration for 
the Palace Hotel must be anticipated. The 
previous market expectations of a $2.50 return 
on capital may not materialise; however, the 
hopes for a $1 dividend are fully justified. It 
would, at any rate, appear to be prudent busi- 
ness policy if the Hotel company were to retain 
all proceeds derived from sales (in Shanghai 
and from the local Garage), and re-invest them 
in such manner as to guarantee in future a 
steady dividend. There are many quite neces- 
sary repairs to be carried out = although 
current earnings may be adequate to finance 
them, could be conveniently enlarged.  Alto- 
gether new investments such as the reported 
plan of constructing a modern hotel on the 
[sland may be most welcome both to the share- 
holders and the general public. It may be 
recalled that dividend payment in the past 
was not very consistent and the Directors of 
the company have not always satisfied the ex- 
pectations of the shareholders. 


Public Utilities. Probably the largest turn- 
over was scored in this sector; the Chinese 
investors and, even much more tree emiaigt the 
speculators are operating in Utilities. Tram- 
ways improved from $45 to 43-3/4 buyers on 
April 12; Star Ferries from 88 to 98, buyers; 
Yaumati Ferries from 244 to 274, b.; Electrics 
from 394 to 43-3/4; Telephones, old and new 
resp. from 41 to 45}, and 224 to 254, all buyers; 
there was even some attention bestowed on the 
neglected Macao Electrics which are stuck at 
124, and the Sandakan Lights which found some 
buyers at $7 (previous quotation 64). Peak 
Trams, new and old, are not in demand, re- 
maining at $9 and 5 respectively. 


China Light & Power shares improved much, 
from 12.50 to 14.75 b. for old, and from 8 to 
94 b. for new. The announcement of reduc- 
tion on charges for current has encouraged 
the belief that the resources of the company 
are strong enough to guarantee a good dividend 
in future. 


; Industrials: There was also much movement 
in this sector with Cements recording a heavy 
turnover, improving from 16 to 194 b. The 
company will soon resume operations of its 
cement plant in Kowloon. Ropes were in the 
limelight of the market, skyrocketing from 104 
on Mar. 31 to $15 on Apr, 12. Canton Ices 
were firm, closing at 5} b. 


Stores: Large turnovers in Dairy Farms, 
Watsons and Lane Crawfords with attendant 
considerable price advances. Dairy Farms 
moved up from 554 to 60, sellers; Watsons from 
32 to 38-3/4, buyers; and Lane Crawfords from 
27 to 334, buyers. There is no doubt that the 
business of these 3 companies is booming. 


. The Chinese department stores are well 
liked by the public but only few lots change 
hands during a week.  Sinceres, China Em- 
porium, Sun Co., Kwong San Hong and Wing 
On closed on April 12 respectively at $84, 7-3/4, 
en 95. m. Powells are nominally quoted 
a oO. 


Miscellaneous: Entertainments, ex dividend, 
closed at 27; there is very little scrip on the 
market, the directors and their friends holding 
the stock of this cinema company. Construc- 
tions were unchanged at 5.75, and so were 
Vibro Spe at 4-3/4. Marsmans, both Lon- 
don and ongkong register, are nominally 
quoted at 13/3 d. and 1/6 d. respectively. 


Cottons: Only a few days ago two Shang- 
hai shares have been again quoted on the local 
market, viz. Ewo Cotton Mills and the Wing 
On Textile Mills. Both shares were also quoted 
here before the war. Ewos were changing 
hands at $9 and 10 (against a Shanghai price, 
on April 5, of CN$ 30,400); Wing Ons, the 
leading Chinese share in Shanghai, did not come 
to business at all (the April 5 price in Shang- 
hai was CN$ 2,600 which should correspond 
here to about HK$ 0.90). 


Listed Stocks & Shares 


A total of 60 shares are listed at present 
here, including 3 H.K. Govt. loans, 4 shares 
of banks, 4 insurances, 5 shipping, 4 docks & 
wharves, 3 mining, 6 lands & otels (plus one 
land debenture), 9 public utilities, 4 industrials, 
9 stores, 7 miscellaneous and 2 cotton mills. 
Four Shanghai shares, viz Shanghai Docks, 
Shanghai Lands, Ewo Cotton and Wing On 
Textile, continue, as before the war, to be listed 
and transacted here. A large number of rub- 
ber plantation shares will soon be listed here 
and many of the foreign shares, quoted before 
the war in Shanghai, will also, after lifting of 
the Moratorium as regards legal scrip transfers, 
come to the Hongkong market. 


The Sticking List of the H.K. Stock Ex- 
change Ltd. (fixing the negotiable amount of 
shares) is as follow: 


H.K. Banks 10 shares; Bank of East Asia 
50 shares; Canton Ins. 20; Unions 10; China 
Underwriters 500; H.K. Fire 20; Douglases 50; 
H.K, Steamboats 200; Union Waterboats 100; 
H.K. & K. Wharves 100; Docks 200; Providents 
500; Raubs 500; Hotels 500; Lands 100; Hum- 
phreys 500; Realties 500; Trams 200; Peak 
Trams 100; Star Ferries 100; Yaumati Ferries 
100; China Lights 500; Electrics 200; Macao 
Electrics 200; Sandakan 500; Telephones 200; 
Canton Ices 200; Cements 500; pes 500; 
Dairy Farms 200; Watsons 200; Lane Craw- 
fords 200; Sinceres 500; China Emporiums 500; 
Sun Co, 500; Kwong San Hongs 20; Powells 
500; Nanyang Tobaccos 500; Entertainments 
200; Constructions 500; Vibro Pilings 500; 
Marsmans 500; and Ewo Cottons 500 shares. 


Hongkong Share Brokers 


A total of 54 brokers are at present re- 
gistered with the Exchange (the full list was 
published in our issue of March 12, page 131). 
Six seats are still vacant (the Riis has 
60 seats available). .Some time ago Mr. H. 8. 
Yeung sent to the Secretary of the Exchange 
his application for the acquisition of a seat, 
and since beginning of April three more brokers 
have applied for registration, viz. Messrs. H, R. 
Malcolm (38 Mody Road), Louis Kai-hing (K. 
H. Louis & Co., Exchange Building), and Lui 
Kwai-lan (15 Bonham Road). 


A seat at the Exchange costs $30,000, plus 
a $3,000 introduction fee. Several applications 
for seats have been recently received, however, 
not all could be considered as the regulations 
of the Exchange stipulate that either the ap- 
plicant be of British nationality or can prove 
that he resided in the Colony at least 5 years. 
With the admission of the present four appli- 
cants the Exchange should include 58 brokers. 


At the daily sessions about 40 brokers re- 
gularly attend; the rest is either not in the 
Colony or inactive at the moment. 


Rubber Plantation Shares 


The H.K. Stock Exchange Ltd. has sanc- 
tioned the listing of the shares in the following 
16 Companies which all are managed by the 
firm of J, A. Wattie & Co. Ltd. (Directors of 
the firm are Messrs, W. A. Welch, G. A. Smith, 
H. R, Cleland, C. E. Sherwin, all in Hongkong, 
and Messrs. C. C. L. Fitzwilliams and C. C. 
Iveson in London), 


Alma Estates, Ltd.; The Anglo-Dutch 
(Java) Plantations, Ltd.; Anglo Java Estates, 
Ltd.; The Batu Anam (Johore) Rubber Es- 
tates, Ltd.; The Chemor United Rubber Co., 
Ltd.; The Cheng Rubber Estates, Ltd.; Java 
Consolidated Rubber & Coffee Estates, Ltd. ; 
Kroewoek Java Plantations, Ltd.; Repah Rub- 
ber & Tapioca Estates, Ltd.; The Rubber Trust, 
Ltd.; Samagaga Rubber Co., Ltd.; The 
Semambu Rubber Estates, Ltd.; The Shanghai- 
Malay Rubber Estates, Ltd.; Sua Manggis 
Rubber Co., Ltd.; The Tebong Rubber Estate, 
Ltd.; Ziangbe Rubber Co., Ltd. 


Shanghai Shares & Foreign Exchange Prices 


During the first three months of 1947 (i.e. from 
Jan. 4 to April 5) Shanghai shares have risen in 
price on the average about 250% & 450% while 
gold and US$ quotations, on the black market, rose 
only by respectively 110% and 110%. The out- 
lawing of gold and foreign exchange dealings by 
the Chinese Govt, after Feb. 17 (the second 
devaluation of the CN$ in 1947), caused swifter 
advances in shares prices and very cautious up- 
ward movements in the illegal gold and US$ 
markets. 


Shares, both the listed Chinese and the outside 
market British shares, were previously partly 
neglected since better and more remunerative in- 
vestment and speculative avenues were available. 
The Chinese share business has always been a very 
controversial market in which not very many 
genuine investors participated while it was the 
hunting ground for speculators. The British shares 
are always well held and the outside market 
transacts them at usually well balanced prices 
which keep in line with the general and regular 
advance in cost of living, production costs and the 
CN$ note circulation, 


It is only a question of short time that gold 
and foreign exchange prices on the black markets 
will be brought into a proper relationship with 
share prices. The Chinese secret service attempted 
several times, and by devious methods, to interfere 
with trading on the two share markets but so far 
did not succeed to curtail trading or intimidate 
brokers and the speculating public. 


Previous Shanghai share quotations were 

published in our Feb, 26 issue, page 111, 
Janua.y 4, 1947 April 5, 1947 
CN$ CN$ 

Gold per ounce, official 355,000 480,000 ; 
Black market 355,000 750,000 (up 110%) 
US$ notes, open market 6,500 12,000 
Black market 6,500 17,500 (up 170%) 
British Shares: 
Ewo Cotton 7,000 30,400 (up 330%) 
Dockyards 8,100 31,000 (up 280%) 
Shai Lands 3,500 12,000 (up 250% ) 
Wheelock 21,200 77,000 (up 270%) 
Ewo Brewery 1,850 10,000 (up 440%) 
Asia Navigation 1,450 7,300 (up 400%) 
Paper Industries 1,500 7,900 (up 430%) 
Metal Industries 2,100 8,400 (up 300% ) 
Chinese Shares: 
Wing On Textile 604 2,600 (up 330%) 
Wing On Co, 170 740 (up 330%) 
Mayar Silk © 1,800 10,250 (up 450%) 


7,700 345,000 (up 4,400%) 
1,290 4,800 (up 270%) 


Commercial Press 
China Match Co. 
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